CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION
NOTICE OF SPECIAL MEETING OF THE SHAREHOLDERS OF
CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION
to be held April 6, 2022
and
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TO THE COURT OF QUEEN'S BENCH OF ALBERTA
and
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with respect to, among other things, a
PLAN OF ARRANGEMENT
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DURUM OPPORTUNITIES FUND, CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION
AND THE SHAREHOLDERS OF CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION

February 22, 2022

These materials are important and require your immediate attention. They require holders of class A voting common shares of
Crossroads-DMD Mortgage Investment Corporation ("Crossroads") and class B preferred shares of Crossroads to make important
decisions. If you are in doubt as to how to make such decisions, please contact your financial, legal, tax or other professional
advisors. If you have any questions or require more information with respect to voting your shares of Crossroads, please contact
our proxy solicitation agent, Laurel Hill Advisory Group at 1-877-452-7184 (toll free in North America), 416-304-0211 (calls outside
North America) or by email at assistance@laurelhill.ca.
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CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION
February 22, 2022
Dear Crossroads Shareholders:
The Meeting
You are invited to attend the special meeting (the "Crossroads Meeting") of the holders (the "Crossroads Shareholders") of
class A voting common shares (the "Class A Shares") and the class B preferred shares (the "Class B Shares" and together with
the Class A Shares, the "Crossroads Shares") in the capital of Crossroads-DMD Mortgage Investment Corporation
("Crossroads", "we", "us", or "our"), to be held on Wednesday, April 6, 2022 at 10:00 a.m. (Calgary time) at the office of Burnet,
Duckworth & Palmer LLP at Suite 2400, 525 – 8th Avenue S.W., Calgary, Alberta.
At the Crossroads Meeting, the Crossroads Shareholders will be asked to consider and vote on, among other things, a special
resolution approving the plan of arrangement (the "Arrangement" or the "Plan of Arrangement") under section 193 of the
Business Corporations Act (Alberta) (the "ABCA"), involving the acquisition by Durum Opportunities Fund ("DOF") of all of the
issued and outstanding Crossroads Shares, as more particularly described in the management information circular and proxy
statement of Crossroads dated February 22, 2022 (the "Information Circular"). In addition to the Arrangement, Crossroads
Shareholders will be asked to consider and vote on a special resolution to amend the articles of Crossroads (the "Article
Amendment") in accordance with Section 173(1)(e) of the ABCA to provide voting rights in respect of the Class B Shares
equivalent to the voting rights in respect of the Class A Shares. Further particulars of the Article Amendment are set forth in the
accompanying Information Circular.
Crossroads is very much aware of the public health concerns and requirements respecting the rapidly evolving COVID-19
pandemic. Crossroads asks that, in considering whether to attend the Crossroads Meeting in person, Crossroads Shareholders
follow the instructions of the Public Health Agency of Canada (www.canada.ca/en/publichealth.html), the Alberta Health Services
(www.albertahealthservices.ca) guidelines, and the Alberta Government restrictions on public gatherings
(https://www.alberta.ca/restrictions-on-gatherings.aspx). Subject to public health guidelines, Crossroads encourages Crossroads
Shareholders NOT to attend the Crossroads Meeting in person if they are experiencing any of the described COVID-19 symptoms
of fever, cough or difficulty breathing. Subject to Crossroads' by-laws and public health guidelines, attendance in person at the
Crossroads Meeting may be restricted to essential personnel and registered shareholders and proxyholders entitled to attend and
vote at the Meeting. There will not be a virtual meeting and as such shareholders will not be able to vote remotely. As shareholder
participation at the Meeting is important, Crossroads encourages shareholders to exercise their right to vote prior to the
Meeting by following the instructions set out in the form of proxy or voting instruction form received by shareholders.
The Arrangement
Crossroads, DOF and Durum Capital Inc. ("DCI"), the administrator and manager of DOF, entered into an arrangement agreement
dated January 28, 2022 (as supplemented, modified or amended, the "Arrangement Agreement"), which was unanimously
approved by the board of directors of Crossroads (the "Crossroads Board of Directors") (subject to the abstention of Steve Allan
in accordance with applicable laws). Pursuant to the Arrangement Agreement and the accompanying Plan of Arrangement, DOF
will acquire all of the issued and outstanding Crossroads Shares if approved by not less than sixty-six and two-thirds percent
(66⅔%) of the votes cast by the Crossroads Shareholders (voting as a single class) at the Crossroads Meeting and all of the other
conditions to closing are satisfied or waived.
Submitting Your Vote and Voting Questions
Please complete the applicable form of proxy and submit it to Olympia Trust Company, agent for the Meeting, as soon as
possible but not later than 10:00 a.m. (Calgary time) on April 4, 2022, or forty eight (48) hours (excluding Saturdays,
Sundays and statutory holidays in the Province of Alberta) prior to the time of any adjournment or postponement of the
Crossroads Meeting (the "Proxy Deadline"). All instructions are listed in the enclosed form of proxy.
Crossroads has engaged Laurel Hill Advisory Group as proxy solicitation to assist Crossroads in the solicitation of proxies from
Crossroads Shareholders for the Crossroads Meeting. If you are a Crossroads Shareholder and have any questions or need
assistance in voting your Crossroads Shares, please contact Laurel Hill for assistance. You can reach Laurel Hill at 1-877-4527184 (toll free in North America), 416-304-0211 (calls outside North America) or by e-mail at assistance@laurelhill.ca.
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Registered Crossroads Shareholders should also complete and return the enclosed letter of transmittal and election form
("Letter of Transmittal") which, when properly completed and returned together with the certificate(s) representing
Crossroads Shares (unless the certificate(s) are in the custody of Crossroads) and all other required documents, will
enable each Crossroads Shareholder to obtain the consideration that the Crossroads Shareholder is entitled to receive
under the Arrangement. Crossroads Shareholders who hold Class B Shares (the "Class B Shareholders") and who fail
to submit a duly completed Letter of Transmittal prior to the Election Deadline (as defined below) will lose the opportunity
to choose the form of consideration they receive pursuant to the Plan of Arrangement.
The Consideration
Holders of Class A Shares will exchange their shares for a cash payment of $1.00 per share. The Class B Shareholders will
exchange their Class B Shares for, at their election or deemed election, the following: (i) a cash amount equal to $0.56 per Class
B Share, subject to adjustment (the "Cash Consideration"), up to a maximum aggregate payment of $10,000,000 (the "Maximum
Cash Consideration"); or (ii) Class A Units of DOF (the "DOF Units") and warrants to purchase DOF Units at an exercise price
of $17.09 exercisable for a period of eighteen (18) months following the completion of the Plan of Arrangement (the "DOF
Warrants"), on the basis of 0.033333 of a DOF Unit and 0.033333 of a DOF Warrant for each Class B Share, subject to adjustment
(the "Equity Consideration").
To the extent that the Class B Shareholders who validly deposit a Letter of Transmittal prior to 5:00 p.m. (Calgary time) on April 4,
2022 or two (2) business days immediately preceding the day of the Crossroads Meeting, if such Crossroads Meeting is adjourned
or postponed (the "Election Deadline") and the aggregate Cash Consideration elected to be received by such Class B
Shareholders exceeds the Maximum Cash Consideration, then such Class B Shareholders shall receive their pro-rated amount of
the Cash Consideration and preferred units of DOF (the "DOF Preferred Units") on the basis of 0.56 of a DOF Preferred Unit for
each Class B Share, subject to adjustment, (the "Preferred Unit Consideration") up to a maximum aggregate issuance of
4,000,000 DOF Preferred Units (the "Preferred Unit Maximum"), for the remainder of their Class B Shares. Further, to the extent
that the Class B Shareholders who, as a result of pro-rationing, are deemed to have elected to receive Preferred Unit Consideration
for a portion of their Class B Shares and the aggregate number of DOF Preferred Units to be received by such Class B Shareholders
exceeds the Preferred Unit Maximum, then such Class B Shareholders shall receive their pro-rated amount of DOF Preferred Units
and receive Equity Consideration for the remainder of their Class B Shares.
Each of the exchange ratios described above will be adjusted on closing to reflect Crossroads' working capital and other expenses
and charges of Crossroads, such that if such amounts vary from the targeted amounts contemplated the Arrangement Agreement
(which may be positive or negative), the foregoing exchange ratios shall each be adjusted (either positively or negatively) to reflect
such excess or lesser amounts.
Class B Shareholders who: (i) do not deposit with the depositary under the Arrangement a duly completed Letter of
Transmittal prior to the Election Deadline; (ii) properly exercise dissent rights but are not ultimately entitled for any reason
to be paid the fair value for their Class B Shares by Crossroads and are deemed to have participated in the Arrangement
on the same basis as non-dissenting Crossroads Shareholders; or (iii) otherwise fail to comply with the election
requirements set forth in the Arrangement and the Letter of Transmittal, shall be deemed to have elected to receive Equity
Consideration in exchange for their Class B Shares.
The Arrangement is currently anticipated to be completed on or about April 8, 2022, subject to the satisfaction or waiver of all
conditions precedent in the Arrangement Agreement, including receipt of all court and shareholder approvals.
Shareholder Votes
The Arrangement must be approved by not less than sixty-six and two-thirds percent (66⅔%) of the votes cast by the Class A
Shareholders and the Class B Shareholders, voting together as a single class, present in person or represented by proxy at the
Crossroads Meeting (the "Arrangement Resolution").
In addition to the approval by the Crossroads Shareholders of the Arrangement Resolution, completion of the Arrangement is
subject to and conditional upon, among other things: (a) the approval of the Arrangement by the Court of Queen's Bench of Alberta;
(b) holders of not greater than five percent (5.0%) of the outstanding Class B Shares validly exercising rights of dissent in respect
of the Arrangement that have not been withdrawn as of the effective date of the Arrangement; (c) the terms and conditions of the
Arrangement Agreement that need to be satisfied or waived shall have been satisfied or waived in accordance with the
Arrangement Agreement; and (d) the receipt of all other necessary third party approvals.
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If the Arrangement Resolution is not approved by the Crossroads Shareholders at the Crossroads Meeting, the Arrangement will
not be completed.
Crossroads Shareholders should note that a vote in favor of the Arrangement, by itself, will not entitle a Crossroads Shareholder
to the consideration it may elect under the Arrangement. In order for a Crossroads Shareholder to receive consideration under the
Arrangement, the Arrangement must be approved by not less than sixty-six and two-thirds percent (66⅔%) of the votes cast by
the Crossroads Shareholders (voting as a single class) at the Crossroads Meeting and all of the other conditions to closing the
Arrangement, must be satisfied or waived, and closing of the Arrangement shall have occurred. Furthermore, as set forth above,
registered Crossroads Shareholders are required to complete and return the enclosed Letter of Transmittal, which, when properly
completed and returned together with the certificate(s) representing Crossroads Shares (unless the certificate(s) are in the custody
of Crossroads) and all other required documents, will enable each Crossroads Shareholder to obtain the consideration that the
Crossroads Shareholder is entitled to receive under the Arrangement. The Letter of Transmittal also requires shareholders to elect
the form of consideration they wish to receive pursuant to the Arrangement, and a failure to make such an election on or before
the deadline set forth therein may result in a shareholder not receiving their preferred form of consideration. Shareholders are
strongly encouraged to review the accompanying Information Circular as well as the Letter of Transmittal and follow the instructions
set forth therein.
Crossroads Support Agreements
Certain Crossroads Shareholders (the "Supporting Shareholders") have entered into agreements (the "Crossroads Support
Agreements") with DOF, DCI and Crossroads to support the Arrangement and Article Amendment, respectively. The Supporting
Shareholders collectively hold approximately 60% and 0.2% of the issued and outstanding Class A Shares and Class B Shares,
respectively, and pursuant to the Crossroads Support Agreements, have agreed to: (i) with DOF, DCI and Crossroads, vote in
favour of the Arrangement Resolution and to otherwise support the Arrangement; and (ii) with Crossroads, vote in favour of the
Article Amendment Resolution (as defined below) and otherwise support the Article Amendment, all subject to the provisions of
the Crossroads Support Agreements.
Fairness Opinion
PricewaterhouseCoopers LLP ("PwC") provided the Crossroads Board of Directors with its opinion (the "Crossroads Fairness
Opinion") to the effect that, as of January 28, 2022, based upon and subject to the assumptions, limitations and qualifications set
forth therein, the consideration to be received by Crossroads Shareholders pursuant to the Arrangement is fair, from a financial
point of view, to such Crossroads Shareholders. The full text of the written opinion of PwC setting out the assumptions made,
matters considered and limitations and qualifications on the review undertaken in connection with the Crossroads Fairness Opinion
is contained in Appendix F to the Information Circular. PwC provided its opinion solely for the information and assistance of the
Crossroads Board of Directors in connection with its consideration of the Arrangement. The Crossroads Fairness Opinion is not a
recommendation as to how any Crossroads Shareholder should vote with respect to the Arrangement, or any other matter. The
Crossroads Fairness Opinion was one of a number of factors taken into consideration by the Crossroads Board of Directors in
making its unanimous determination (subject to the abstention of Steve Allan in accordance with applicable laws) that the
Arrangement is fair to Crossroads Shareholders, that the Arrangement and the entry into the Arrangement Agreement is in the
best interests of Crossroads and the Crossroads Shareholders, and to recommend that the Crossroads Shareholders vote in favour
of the Arrangement Resolution.
Recommendation
After consulting with Crossroads' legal and other advisors, and after considering, among other things, the Crossroads Fairness
Opinion, and based upon the unanimous recommendation of the independent special committee of the Crossroads Board of
Directors, the Crossroads Board of Directors unanimously (other than Steve Allan who abstained from voting in
accordance with applicable laws) determined: (a) that the Arrangement is fair to the Crossroads Shareholders; (b) that
the Arrangement and the entry into the Arrangement Agreement are in the best interests of Crossroads and the
Crossroads Shareholders; and (c) to recommend that the Crossroads Shareholders vote in favour of the Arrangement
Resolution.
The Information Circular contains a detailed description of the Arrangement, as well as detailed information regarding Crossroads
and DOF. It also includes certain risk factors relating to Crossroads, DOF and the Arrangement. Please give this material your
careful consideration and, if you require assistance, consult your financial, legal, tax or other professional advisors.
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Your vote is important to Crossroads and we strongly encourage you to participate in the Crossroads Meeting or submit
the applicable enclosed form of proxy. If you have any questions about any of the information or require assistance in
completing the applicable form of proxy for your Crossroads Shares please contact Laurel Hill at 1-877-452-7184 (toll free
in North America), 416-304-0211 (calls outside North America)or by e-mail at assistance@laurelhill.ca.

On behalf of the Crossroads Board of Directors, we look forward to your participation at the Crossroads Meeting.

CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION

Per:

(signed) "Gerry Wagner"
Gerry Wagner
Director
Crossroads-DMD Mortgage Investment Corporation

CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION
NOTICE OF SPECIAL MEETING OF CROSSROADS SHAREHOLDERS
to be held April 6, 2022
NOTICE IS HEREBY GIVEN that, pursuant to an order (the "Interim Order") of the Court of Queen's Bench of Alberta dated
February 16, 2022, a special meeting (the "Crossroads Meeting") of the holders (the "Crossroads Shareholders") of class A
voting common shares (the "Class A Shares") and the class B preferred shares (the "Class B Shares" and together with the
Class A Shares, the "Crossroads Shares") in the capital of Crossroads-DMD Mortgage Investment Corporation ("Crossroads",
"we", "us", or "our"), to be held on Wednesday, April 6, 2022 at 10:00 a.m. (Calgary time) at the office of Burnet, Duckworth &
Palmer LLP at Suite 2400, 525 – 8th Avenue S.W., Calgary, Alberta for the following purposes:
(a)

to consider, pursuant to the Interim Order and, if deemed advisable, to approve, with or without variation, a special
resolution of the Crossroads Shareholders, voting together as a single class (the "Arrangement Resolution"), the full
text of which is set forth in Appendix A to the accompanying management information circular and proxy statement of
Crossroads dated February 22, 2022, (the "Information Circular"), to approve a plan of arrangement (the "Plan of
Arrangement") under section 193 of the Business Corporations Act (Alberta) (the "ABCA") involving Crossroads, the
Crossroads Shareholders and Durum Opportunities Fund ("DOF") whereby, among other things, DOF will acquire all of
the issued and outstanding Crossroads Shares (the "Arrangement"), as more particularly described in the Information
Circular;

(b)

to consider and, if deemed advisable, to approve, with or without variation, a special resolution of the Crossroads
Shareholders, voting as separate classes (the "Article Amendment Resolution"), to amend the articles of Crossroads
in accordance with Section 173(1)(e) of the ABCA to provide voting rights in respect of the Class B Shares equivalent to
the voting rights in respect of the Class A Shares, the full text of which is set forth in the Information Circular, all as more
particularly described in the Information Circular; and

(c)

to transact such further and other business as may properly be brought before the Crossroads Meeting or any
adjournment thereof.

Specific details of the matters to be put before the Crossroads Meeting are set forth in the Information Circular.
The record date (the "Record Date") for determination of Crossroads Shareholders entitled to receive notice of and to vote at the
Crossroads Meeting is February 22, 2022. Only Crossroads Shareholders whose names have been entered in the register of
Crossroads Shareholders on the close of business on that date will be entitled to receive notice of and to vote at the Crossroads
Meeting, provided that, to the extent a holder of Crossroads Shares transfers the ownership of any Crossroads Shares after the
Record Date and the transferee of such Crossroads Shares establishes ownership of such Crossroads Shares and demands, not
later than ten (10) days before the Crossroads Meeting, to be included in the list of Crossroads Shareholders eligible to vote at the
Crossroads Meeting, such transferee will be entitled to vote such Crossroads Shares at the Crossroads Meeting.
Crossroads is very much aware of the public health concerns and requirements respecting the rapidly evolving COVID-19
pandemic. Crossroads asks that, in considering whether to attend the Crossroads Meeting in person, Crossroads Shareholders
follow the instructions of the Public Health Agency of Canada (www.canada.ca/en/publichealth.html), the Alberta Health Services
(www.albertahealthservices.ca) guidelines, and the Alberta Government restrictions on public gatherings
(https://www.alberta.ca/restrictions-on-gatherings.aspx). Subject to public health guidelines, Crossroads encourages Crossroads
Shareholders NOT to attend the Crossroads Meeting in person if they are experiencing any of the described COVID-19 symptoms
of fever, cough or difficulty breathing. Subject to Crossroads' by-laws and public health guidelines, attendance in person at the
Crossroads Meeting may be restricted to essential personnel and registered shareholders and proxyholders entitled to attend and
vote at the Meeting. There will not be a virtual meeting and as such shareholders will not be able to vote remotely. As shareholder
participation at the Meeting is important, Crossroads encourages shareholders to exercise their right to vote prior to the
Meeting by following the instructions set out in the form of proxy or voting instruction form received by shareholders.
A proxy will not be valid unless it is deposited with the agent for the Meeting, Olympia Trust Company, PO Box 128, STN M,
Calgary, AB T2P 2H6, by facsimile to (403) 668-8307, by email to proxy@olympiatrust.com or by internet at
https://css.olympiatrust.com/pxlogin at least forty-eight (48) hours (excluding Saturdays, Sundays and holidays) prior to the time
set for the Crossroads Meeting or any adjournment thereof. The time limit for deposit of proxies may be waived or extended by the
chair of the Crossroads Meeting, at the chair’s discretion, with or without notice.
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All instructions are listed in the enclosed form of proxy. The proxyholder has discretion under the accompanying form of proxy to
consider such further and other business as may properly be brought before the Crossroads Meeting or any adjournment or
postponement thereof. Crossroads Shareholders who are planning on returning the accompanying form of proxy are encouraged
to review the Information Circular carefully before submitting the proxy.
If you are a Crossroads Shareholder and have any questions, need assistance in voting your Crossroads Shares, please contact
Laurel Hill at 1-877-452-7184 (toll free in North America), 416-304-0211 (calls outside North America) or by e-mail at
assistance@laurelhill.ca.
If you are a beneficial holder of Crossroads Shares and receive these materials through your broker or through another
intermediary, please complete the voting instruction form or other authorization form provided to you by your broker or other
intermediary in accordance with the instructions provided therein.
Pursuant to the Interim Order, registered holders of Crossroads Shares have the right to dissent with respect to the Arrangement
and to be paid the fair value of their Crossroads Shares in accordance with the provisions of Section 191 of the ABCA, as modified
by the Interim Order. A Crossroads Shareholder's right to dissent is more particularly described in the accompanying Information
Circular and the text of Section 191 of the ABCA and the Interim Order, which are set forth in Appendices G and C, respectively,
to the accompanying Information Circular. Failure to strictly comply with the requirements set forth in Section 191 of the
ABCA, as modified by the Interim Order, may result in the loss of any right of dissent. In addition to the foregoing,
pursuant to Section 191 of the ABCA, registered Crossroads Shareholders have the right to dissent to the Article
Amendment Resolution and, if the Article Amendment Resolution becomes effective, to be paid the fair value of their
Class A Shares and/or Class B Shares (as applicable) in accordance with the provisions of Section 191 of the ABCA.
Strict compliance with the provisions of Section 191 of the ABCA is required in order to exercise this right to dissent. See
Appendix G attached hereto for the full text of Section 191 of the ABCA. A dissenting Crossroads Shareholder must send
to Crossroads a written objection to the Arrangement Resolution and/or the Article Amendment Resolution, which written
objection must be received by Crossroads, c/o Burnet, Duckworth & Palmer LLP, Suite 2400, 525 – 8th Avenue S.W.,
Calgary, Alberta T2P 1G1, Attention: Joanne Luu, on or before the applicable times further set forth in the Information
Circular.
Persons who are beneficial owners of Crossroads Shares registered in the name of a broker, custodian, nominee or other
intermediary who wish to dissent should be aware that only registered holders of Crossroads Shares are entitled to
dissent. Accordingly, a beneficial owner of Crossroads Shares who desires to exercise the right of dissent must make
arrangements for the Crossroads Shares beneficially owned by such holder to be registered in the holder's name prior
to the time written objection to the Arrangement Resolution is required to be received by Crossroads or, alternatively,
make arrangements for the registered holder of such Crossroads Shares to dissent on the holder's behalf.
Dated at the City of Calgary, in the Province of Alberta, this 22nd day of February, 2022.
BY ORDER OF THE BOARD OF DIRECTORS OF
CROSSROADS-DMD MORTGAGE INVESTMENT
CORPORATION
(signed) "Gerry Wagner"
Gerry Wagner
Director
Crossroads-DMD Mortgage Investment Corporation

IN THE COURT OF QUEEN'S BENCH OF ALBERTA
JUDICIAL CENTRE OF CALGARY
IN THE MATTER OF SECTION 193 OF THE BUSINESS CORPORATIONS ACT, R.S.A.
2000, c. B-9, AS AMENDED
AND IN THE MATTER OF A PROPOSED ARRANGEMENT INVOLVING
CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION, DURUM
OPPORTUNITIES FUND AND THE SHAREHOLDERS OF CROSSROADS-DMD
MORTGAGE INVESTMENT CORPORATION
NOTICE OF APPLICATION
NOTICE IS HEREBY GIVEN that an application (the "Application") has been filed with the Court of Queen's Bench of Alberta,
Judicial Centre of Calgary (the "Court"), on behalf of Crossroads-DMD Mortgage Investment Corporation ("Crossroads") with
respect to a proposed arrangement (the "Arrangement") under Section 193 of the Business Corporations Act, R.S.A. 2000, c. B9, as amended (the "ABCA") involving the holders (the "Crossroads Shareholders") of class A voting common shares (the "Class
A Shares") and class B preferred shares (the "Class B Shares" and together with the Class A Shares, the "Crossroads Shares")
of Crossroads-DMD Mortgage Investment Corporation ("Crossroads") and Durum Opportunities Fund ("DOF"). The Arrangement
is described in greater detail in the management information circular and proxy statement of Crossroads dated February 22, 2022
accompanying this Notice of Application.
At the hearing of the Application, Crossroads intends to seek:
(a)

a declaration that the terms and conditions of the Arrangement, and the procedures relating thereto, are fair and
reasonable to Crossroads Shareholders and other affected parties, from a substantive and procedural point of view;

(b)

an order declaring that registered holders of Crossroads Shares shall have the right to dissent in respect of the
Arrangement in accordance with the provisions of Section 191 of the ABCA, as modified by the interim order of the Court
dated February 16, 2022 (the "Interim Order");

(c)

an order approving the Arrangement pursuant to the provisions of Section 193 of the ABCA;

(d)

a declaration that the Arrangement will, upon the filing of Articles of Arrangement under the ABCA, be effective under
the ABCA in accordance with its terms and will be binding on and after the effective time of the Arrangement; and

(e)

such further and other orders, declarations or directions as the Court may deem just.

The Court has been advised that its order approving the Arrangement, if granted, will constitute the basis for an exemption from
the registration requirements of the U.S. Securities Act, as amended, with respect to the issuance of the securities of DOF to be
issued pursuant to the Arrangement.
AND NOTICE IS FURTHER GIVEN that the Application is directed to be heard before a Justice of the Court, at the Calgary Courts
Centre, 601 – 5th Street, S.W., Calgary, Alberta, by video conference on Thursday, April 7, 2022 at 3:30 p.m. (Calgary time), or
as soon thereafter as counsel may be heard. Any Crossroads Shareholder or other interested party desiring to support or
oppose the Application may appear at the time of the hearing in person or by counsel for that purpose provided that such
Crossroads Shareholder or other interested party files with the Court and serves upon Crossroads on or before 4:00 p.m.
(Calgary time) on April 1, 2022, a notice of intention to appear (the "Notice of Intention to Appear") setting out such
Crossroads Shareholder's or interested party's address for service (or alternatively, a facsimile number for service by
facsimile or an email address for service by electronic mail) and indicating whether such Crossroads Shareholder or
interested party intends to support or oppose the Application or make submissions, together with any evidence or
materials which are to be presented to the Court. Service on Crossroads is to be effected by delivery to its solicitors at the
address set forth below.
AND NOTICE IS FURTHER GIVEN that, at the hearing and subject to the foregoing, Crossroads Shareholders and any other
interested parties will be entitled to make representations as to, and the Court will be requested to consider, the fairness of the
Arrangement. If a Crossroads Shareholder does not attend, either in person or by counsel, at that time, the Court may approve or
refuse to approve the Arrangement as presented, or may approve it subject to such terms and conditions as the Court may deem
fit, without any further notice.
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AND NOTICE IS FURTHER GIVEN that further notice in respect of these proceedings will only be given to those persons who
have filed a Notice of Intention to Appear.
AND NOTICE IS FURTHER GIVEN that the Court, by the Interim Order, has given directions as to the calling and holding of a
special meeting of the Crossroads Shareholders for the purposes of, among other things, voting upon a special resolution to
approve the Arrangement.
AND NOTICE IS FURTHER GIVEN that a copy of the said Application and other documents in the proceedings will be furnished
to any Crossroads Shareholder or other interested party requesting the same by the under-mentioned solicitors for Crossroads
upon written request delivered to such solicitors as follows:
Solicitors for Crossroads:
Burnet, Duckworth & Palmer LLP
Suite 2400, 525-8th Avenue S.W.
Calgary, Alberta T2P 1G1
Attention: Joanne Luu
Fax Number: (403) 260-0332
DATED as of the 22nd day of February, 2022.

BY ORDER OF THE BOARD OF DIRECTORS OF
CROSSROADS-DMD MORTGAGE INVESTMENT
CORPORATION
(signed) "Gerry Wagner"
Gerry Wagner
Director
Crossroads-DMD Mortgage Investment Corporation

MANAGEMENT INFORMATION CIRCULAR AND PROXY STATEMENT
INTRODUCTION
This management information circular and proxy statement is furnished in connection with the solicitation of proxies by
and on behalf of the management of Crossroads for use at the Crossroads Meeting and any adjournment thereof. No
Person has been authorized to give any information or make any representation in connection with the Arrangement or
any other matters to be considered at the Crossroads Meeting other than those contained in this Information Circular
and, if given or made, any such information or representation must not be relied upon as having been authorized.
The information concerning DOF contained in this Information Circular including but not limited to the information in
Appendix E – Information Concerning Durum Opportunities Fund has been provided by DCI, on behalf of DOF. Although
Crossroads has no knowledge that would indicate that any such information is untrue or incomplete, Crossroads does
not assume any responsibility for the accuracy or completeness of such information or the failure by the Durum Parties
to disclose events which may have occurred or may affect the completeness or accuracy of such information but which
are unknown to Crossroads.
This Information Circular does not constitute an offer to sell or a solicitation of an offer to purchase any securities or the solicitation
of a proxy by any Person in any jurisdiction in which such an offer or solicitation is not authorized or in which the Person making
such offer or solicitation is not qualified to do so or to any Person to whom it is unlawful to make such an offer or solicitation of an
offer or a proxy solicitation. Neither the delivery of this Information Circular nor any distribution of the securities referred to in this
Information Circular will, under any circumstances, create an implication that there has been no change in the information set forth
herein since the date as of which such information is given in this Information Circular.
All summaries of, and references to, the Arrangement in this Information Circular are qualified in their entirety by reference to the
complete text of the Plan of Arrangement, a copy of which is attached as Exhibit "A" to the Arrangement Agreement, which is
attached as Appendix B to this Information Circular. You are urged to carefully read the full text of the Plan of Arrangement.
All capitalized terms used in this Information Circular but not otherwise defined herein have the meanings set forth under Glossary
of Terms. Information contained in this Information Circular is given as of February 22, 2022 unless otherwise specifically stated.
NOTICE TO READERS
Forward-Looking Statements
Certain statements contained in this Information Circular constitute forward-looking statements. These statements relate to future
events or future performance. All statements other than statements of historical fact may be forward-looking statements. Forwardlooking statements are often, but not always, identified by the use of words such as "seek", "anticipate", "plan", "continue",
"estimate", "expect", "may", "will", "project", "predict", "potential", "targeting", "intend", "could", "might", "should", "believe" and
similar expressions.
In particular, this Information Circular contains forward-looking statements pertaining to:
•
•
•
•
•
•
•
•
•
•

the perceived benefits of the Arrangement;
the structure and effect of the Arrangement;
the anticipated location, purpose and timing of the Crossroads Meeting;
the anticipated timing of the Final Order;
the anticipated Effective Date;
the treatment of Crossroads Shareholders under tax laws;
treatment under government regulatory regimes;
the consideration to be received by Crossroads Shareholders as a result of the Arrangement;
the Adjusted Exchange Ratios, being the Cash Consideration Exchange Ratio, the DOF Preferred Unit Exchange Ratio
and the Equity Exchange Ratio, if any; and
risk factors related to the Arrangement.
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Forward-looking statements respecting:
•

•
•
•
•

the perceived benefits of the Arrangement are based upon a number of facts, including the Crossroads Fairness Opinion,
the terms and conditions of the Arrangement Agreement and current economic and market conditions (see The
Arrangement – Benefits of the Arrangement and The Arrangement – Recommendation of the Crossroads Board of
Directors);
the structure and effect of the Arrangement are based upon the terms of the Arrangement Agreement and the
transactions contemplated thereby (see The Arrangement and Appendix B – Arrangement Agreement attached hereto);
the consideration to be received by Crossroads Shareholders as a result of the Arrangement is based upon the terms of
the Arrangement Agreement and the Plan of Arrangement (see The Arrangement and Appendix B – Arrangement
Agreement attached hereto);
certain steps in, and timing of, the Arrangement are based upon the terms of the Arrangement Agreement and advice
received from counsel to Crossroads relating to timing expectations (see The Arrangement and Appendix B –
Arrangement Agreement attached hereto); and
the effects of the Arrangement on Crossroads and DOF are based on Crossroads management's current expectations
regarding the intentions of the Durum Parties.

By their very nature, forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause
actual results or events to differ materially from those anticipated in such forward-looking statements. Crossroads believes the
expectations reflected in those forward-looking statements are reasonable but no assurance can be given that these expectations
will prove to be correct and such forward-looking statements included in this Information Circular should not be unduly relied upon.
These statements speak only as of the date of this Information Circular.
Some of the risks that could cause results to differ materially from those expressed in the forward-looking statements include:
•
•
•
•
•

DOF and Crossroads may fail to realize the anticipated benefits of the Arrangement;
the conditions to completion of the Arrangement may not be satisfied or waived which may result in the Arrangement not
being completed;
if the Arrangement Agreement is terminated under certain circumstances, Crossroads may be required to pay the
termination fee pursuant to Section 6.1 of the Arrangement Agreement;
DOF and Crossroads will incur significant costs relating to the Arrangement, regardless of whether the Arrangement is
completed or not completed; and
if the Arrangement is not completed, Crossroads Shareholders will not realize the benefits of the Arrangement and
Crossroads' future business and operations could be harmed.

Readers are cautioned that the foregoing lists of factors are not exhaustive. The forward-looking statements contained in this
Information Circular are expressly qualified by this cautionary statement. Except as required by law, Crossroads does not undertake
any obligation to publicly update or revise any forward-looking statements.
Readers should also carefully consider the matters discussed under the heading Risk Factors in this Information Circular, and the
risk factors included in Appendix D – Information Concerning Crossroads-DMD Mortgage Investment Corporation and Appendix E
– Information Concerning Durum Opportunities Fund.
Advice to Beneficial Shareholders
The information set forth in this section is of significant importance to Crossroads Shareholders, as certain Crossroads
Shareholders do not hold Crossroads Shares in their own name. If you are a Beneficial Shareholder, you should note that
only proxies deposited by Crossroads Shareholders whose names appear on the records of Crossroads as the registered holders
of Crossroads Shares can be recognized and acted upon at the Crossroads Meeting. If Crossroads Shares are listed in an account
statement provided to a Crossroads Shareholder by a broker, then in almost all cases, those Crossroads Shares will not be
registered in the Crossroads Shareholder's name on the records of Crossroads. Such Crossroads Shares will more likely be
registered under the name of the Crossroads Shareholder's broker or an agent of that broker. If you are a Beneficial Shareholder
and receive these materials through your broker or through another intermediary, please complete the form of proxy or authorization
form provided to you by your broker or other intermediary in accordance with the instructions provided therein.
For further information, see General Proxy Matters – Beneficial Shareholders in this Information Circular.
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Information for U.S. Shareholders
The DOF Securities to be issued to Class B Shareholders in exchange for their Class B Shares under the Arrangement have not
been registered under the U.S. Securities Act, and such securities will be issued in reliance on the exemption from registration set
forth in Section 3(a)(10) thereof. Section 3(a)(10) of the U.S. Securities Act does not exempt the issuance of securities upon the
exercise or conversion of securities that were issued pursuant to Section 3(a)(10). Therefore, the DOF Units issuable upon the
exercise of the DOF Warrants may not be issued in reliance upon Section 3(a)(10) and the DOF Warrants may be exercised only
pursuant to an exemption from the registration requirements of the U.S. Securities Act and applicable state securities laws. The
solicitation of proxies for the Crossroads Meeting is not subject to the requirements of Section 14(a) of the U.S. Exchange Act.
Accordingly, the solicitations and transactions contemplated in this Information Circular are made in the United States for securities
of a Canadian issuer in accordance with Canadian corporate and securities laws, and this Information Circular has been prepared
solely in accordance with disclosure requirements applicable in Canada. Crossroads Shareholders in the United States should be
aware that such requirements are different from those of the United States applicable to registration statements under the U.S.
Securities Act and proxy statements under the U.S. Exchange Act. Specifically, information concerning the operations of DOF and
Crossroads and their respective affiliates contained herein has been prepared in accordance with Canadian disclosure standards,
which are not comparable in all respects to United States disclosure standards. The DOF Securities are not and will not be listed
for trading on any United States stock exchange. The DOF Financial Statements and the Crossroads Financial Statements have
been prepared in accordance with GAAP and Canadian auditing and auditor independence standards, which differ from United
States generally accepted accounting principles and auditing and auditor independence standards in certain material respects,
and thus may not be comparable in all respects to financial statements prepared in accordance with United States generally
accepted accounting principles and subject to United States auditing and auditor independence standards.
The U.S. Securities Act imposes restrictions on the resale of securities received pursuant to the Arrangement by Persons who
were "affiliates" of DOF or Crossroads within ninety (90) days prior to the completion of Arrangement and Persons who are
"affiliates" of DOF after the Arrangement. See The Arrangement – Securities Law Matters – United States in this Information
Circular.
Tax considerations applicable to Persons subject to U.S. taxation have not been included in this Information Circular. There may
be material United States tax consequences for Persons subject to U.S. taxation as a result of the Arrangement, which may include,
without limitation, the possibility that the Arrangement is a taxable transaction, in whole or in part, for United States federal income
tax purposes, and the possibility that one or more of DOF and Crossroads may be classified as a "passive foreign investment
company", which classification would subject holders of securities of such issuers to special, generally adverse tax consequences.
Persons subject to U.S. taxation are advised to consult their tax advisors to determine the particular tax consequences to them of
the Arrangement in light of their particular situation, as well as any tax consequences that may arise under the laws of any other
relevant foreign, state, local, or other taxing jurisdiction. See Canadian Federal Income Tax Considerations – Non-Residents of
Canada.
The enforcement by Crossroads Shareholders of civil liabilities under United States securities laws may be affected adversely by
the fact that Crossroads and DOF and their respective affiliates are organized under the laws of Alberta, Canada, that some or all
of their officers and directors are residents of countries other than the United States, that the experts named in this Information
Circular are residents of countries other than the United States, and that a substantial portion of the assets of Crossroads and DOF
and their respective affiliates and such Persons are, or will be, located outside the United States.
THE DOF SECURITIES ISSUABLE PURSUANT TO THE ARRANGEMENT HAVE NOT BEEN APPROVED OR DISAPPROVED
BY THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION OR THE SECURITIES REGULATORY AUTHORITY
OF ANY STATE OF THE UNITED STATES, NOR HAS THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION
OR ANY SUCH AUTHORITY PASSED ON THE ADEQUACY OR ACCURACY OF THIS INFORMATION CIRCULAR. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENCE.
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GLOSSARY OF TERMS
Unless the context otherwise requires, when used in this Information Circular, including the summary hereof and Appendices D
and E, the following terms shall have the meanings set forth below. The terms and abbreviations used in the Appendices to this
Information Circular, other than Appendices D and E, are defined separately therein.
"ABCA" means the Business Corporations Act, R.S.A. 2000, c. B-9, as amended, including the regulations promulgated
thereunder;
"Acquisition Proposal" means any inquiry or the making of any proposal to Crossroads or its securityholders from any Person or
group of Persons "acting jointly or in concert" (within the meaning of NI 62-104) which constitutes, or may reasonably be expected
to lead to (in either case whether in one transaction or a series of transactions): (i) an acquisition from Crossroads or its
securityholders of twenty percent (20.0%) or more of the equity securities of Crossroads or its Subsidiary; (ii) any acquisition of
twenty percent (20%) or more of the consolidated assets of Crossroads; (iii) an amalgamation, arrangement, merger, consolidation,
joint venture, partnership or other business combination involving Crossroads or its Subsidiary; (iv) any take-over bid, issuer bid,
exchange offer, recapitalization, liquidation, dissolution, reorganization or similar transaction involving Crossroads or its Subsidiary;
or (v) any other transaction, the consummation of which would or could reasonably be expected to impede, interfere with, prevent
or delay the transactions contemplated by the Arrangement Agreement or the Arrangement or which would or could reasonably
be expected to materially reduce the benefits to the Durum Parties under the Arrangement Agreement or the Arrangement; except
that for the purpose of the definition of "Superior Proposal", the references in this definition of "Acquisition Proposal" to: (A)
"twenty percent (20.0%) or more of the equity securities of Crossroads or its Subsidiary " shall be deemed to be references to "fifty
percent (50.0%) or more than the outstanding equity securities of Crossroads or its Subsidiary"; and (B) "twenty percent (20.0%)
or more of the consolidated assets" shall be deemed to be references to "fifty percent (50.0%) or more of the consolidated assets;
"Adjusted Exchange Ratio" means the Cash Consideration Exchange Ratio, DOF Preferred Unit Exchange Ratio and Equity
Exchange Ratio, as the case may be, as adjusted to the extent such ratios are required to be adjusted in accordance with Section
2.1(d) of the Arrangement Agreement:
(a)

In respect of the Cash Consideration Exchange Ratio, means for each Class B Share, a cash amount equal to:
A =B x

[C +/- D]
C

Where:
A
B
C
D
(b)

=
=
=
=

Cash Consideration Exchange Ratio, as adjusted
Cash Consideration Exchange Ratio, prior to adjustment
The Aggregate Consideration Value
The Aggregate Variance (which for a positive number shall be added to the Aggregate Consideration
Value and for a negative number shall be subtracted from the Aggregate Consideration Value).

In respect of the DOF Preferred Unit Exchange Ratio, means for each Class B Share, such number of DOF Preferred
Units (or fraction thereof) equal to:
A =B x

C

Where:
A
B
C
D
(c)

[C +/- D]

=
=
=
=

DOF Preferred Unit Exchange Ratio, as adjusted
DOF Preferred Unit Exchange Ratio, prior to adjustment
The Aggregate Consideration Value
The Aggregate Variance (which for a positive number shall be added to the Aggregate Consideration
Value and for a negative number shall be subtracted from the Aggregate Consideration Value).

In respect of the Equity Exchange Ratio, means for each Class B Share, such number of DOF Units (or fraction thereof)
and DOF Warrants (or fraction thereof) equal to:
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A =B x

[C +/- D]
C

Where:
A
B
C
D

=
=
=
=

Equity Exchange Ratio, as adjusted
Equity Exchange Ratio, prior to adjustment
The Aggregate Consideration Value
The Aggregate Variance (which for a positive number shall be added to the Aggregate Consideration
Value and for a negative number shall be subtracted from the Aggregate Consideration Value).

"Aggregate Consideration Value" means the total dollar value ascribed to all of the Class B Shares pursuant to the Arrangement
(based on the number of issued and outstanding Class B Shares as at the Effective Date) and based on the number of Class B
Shares that are entitled to Cash Consideration and/or Preferred Unit Consideration (as a result of elections of Class B
Shareholders), such Class B Shares having for this purpose a deemed value of $0.56 per share, and for all other Class B Shares,
including those electing, or deemed to be electing the Equity Consideration, such Class B Shares having a deemed value for this
purpose of $0.56 per share, such elections or deemed elections for Cash Consideration, Preferred Unit Consideration and/or Equity
Consideration being determined after giving effect to Section 2.1(c) of the Arrangement Agreement;
"Aggregate Variance" means the sum of the following (if any):
(a)

the difference between the Closing Date Net Working Capital and the Net Working Capital Target Amount, which shall
be a positive number to the extent that Closing Date Net Working Capital exceeds the Net Working Capital Target Amount
and a negative number to the extent that Closing Date Net Working Capital is less than the Net Working Capital Target
Amount; and

(b)

the extent to which Direct Expenses for the twelve (12)-month period prior to the Effective Date exceed the Direct
Expenses for the twelve (12)-month period prior to December 31, 2020 by more than $100,000, any such excess to be
considered a negative number,
in each case determined in accordance with Section 3.5 of the Arrangement Agreement;

"Applicable Canadian Securities Laws", in the context that refers to one or more Persons, means, collectively, and as the context
may require, the securities legislation of each of the provinces and territories of Canada, and the rules, regulations and policies
published and/or promulgated thereunder, as such may be amended from time to time prior to the Effective Date that apply to such
Person or Persons or its or their business, undertaking, property or securities and emanate from a Person having jurisdiction over
the Person or Persons or its or their business, undertaking, property or securities;
"Applicable Laws", in the context that refers to one or more Persons, means the Laws that apply to such Person or Persons or
its or their business, undertaking, property or securities and emanate from a Person having jurisdiction over the Person or Persons
or its or their business, undertaking, property or securities;
"Arrangement" means the arrangement pursuant to Section 193 of the ABCA set forth in the Plan of Arrangement;
"Arrangement Agreement" means the arrangement agreement dated January 28, 2022 (as supplemented, modified or amended)
among Crossroads and the Durum Parties, which is attached as Appendix B to this Information Circular;
"Arrangement Resolution" means the special resolution in respect of the Arrangement to be considered at the Crossroads
Meeting, substantially in the form attached as Appendix A to this Information Circular;
"Article Amendment" means the proposed amendment to Crossroads' articles in accordance with Section 173(1)(e) of the ABCA
to provide voting rights in respect of the Class B Shares equivalent to the voting rights in respect of the Class A Shares;
"Article Amendment Resolution" means the special resolution in respect of the Article Amendment to be considered at the
Crossroads Meeting, substantially in the form set out under Other Matters to be Considered at the Crossroads Meeting – Article
Amendment Resolution;
"Articles of Arrangement" means the articles of arrangement in respect of the Arrangement required under Subsection 193(10)
of the ABCA to be sent to the Registrar after the Final Order has been granted, giving effect to the Arrangement;
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"Beneficial Shareholder" means a Crossroads Shareholder who does not hold their Crossroads Shares in their own name;
"Business Day" means a day other than a Saturday, Sunday or a day when banks in the City of Calgary, Alberta are not generally
open for business;
"Caplink" means Caplink Financial Corporation, a corporation incorporated under the ABCA and the manager of Crossroads
pursuant to the Crossroads Administration and Management Agreement;
"Cash Consideration" means a cash amount equal to $0.56 per Class B Share;
"Cash Consideration Exchange Ratio" means $0.56 in cash per Class B Share, subject to adjustment as provided for in the
Arrangement Agreement;
"Certificate" means the certificate or certificates or proof of filing which may be issued by the Registrar pursuant to Subsection
193(11) of the ABCA;
"Class A Shareholders" means the holders from time to time of Class A Shares;
"Class B Shareholders" means the holders from time to time of Class B Shares;
"Class A Shares" means the Class A voting common shares in the capital of Crossroads;
"Class B Shares" means the Class B preferred shares in the capital of Crossroads;
"Closing Date Net Working Capital" means the Net Working Capital of Crossroads as of the Effective Date, after giving effect to
the Crossroads Transaction Costs (but, for greater certainty, shall not include the effects of the payment of the $50,000 deal fee
contemplated in the Letter of Intent, $20,000 of Crossroads Meeting costs and expenses, and $10,000 of communication expenses
incurred in connection with the Arrangement) but shall include the amounts receivable, or reasonably expected to be received, by
Crossroads on or prior to the Effective Date in connection with any litigation involving Crossroads (including in settlement of the
same);
"Closing Time" shall be 8:00 a.m. (Calgary time) on the Effective Date, unless otherwise agreed to by DOF and Crossroads;
"Confidentiality Agreement" means the confidentiality agreement dated August 18, 2020 between Crossroads and DOF;
"Court" means the Court of Queen's Bench of Alberta;
"Crossroads" or the "Corporation" means Crossroads-DMD Mortgage Investment Corporation, a corporation incorporated under
the ABCA;
"Crossroads Administration and Management Agreement" means the mortgage administration and management agreement
dated November 30, 2016 between Crossroads and Caplink;
"Crossroads Balance Sheet" has the meaning ascribed thereto in Section 4.2(o) of the Arrangement Agreement;
"Crossroads Board of Directors" means the board of directors of Crossroads as it may be comprised from time to time;
"Crossroads Disclosure Letter" means the disclosure letter dated effective January 28, 2022 from Crossroads to the Durum
Parties and executed by each of said Parties;
"Crossroads Fairness Opinion" means the written opinion of PwC to the Crossroads Board of Directors dated January 28, 2022,
a copy of which attached as Appendix F to this Information Circular;
"Crossroads Financial Statements" means, collectively, the audited comparative consolidated financial statements of
Crossroads as at and for the years ended December 31, 2020, 2019 and 2018, together with the notes thereto and the auditors'
report thereon, and the unaudited comparative consolidated financial statements of Crossroads as at and for the nine (9)-month
period ended September 30, 2021, together with the notes thereto;
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"Crossroads Information" means the information to be included in the Information Circular describing Crossroads and its
business, operations and affairs and the matters to be considered at the Crossroads Meeting;
"Crossroads Meeting" means the special meeting of Crossroads Shareholders to be held to consider the Arrangement Resolution,
the Article Amendment Resolution and any related matters, and any postponements(s) or adjournment(s) thereof;
"Crossroads Shareholders" means, together, the Class A Shareholders and the Class B Shareholders;
"Crossroads Shares" means, together, the Class A Shares and the Class B Shares;
"Crossroads Support Agreements" means the support agreements substantially in the form set out in Exhibit "B" of the
Arrangement Agreement entered into by certain Crossroads Shareholders concurrent with the execution of the Arrangement
Agreement, which agreements provide that, among other things, such persons will vote in favour of the Arrangement and the
Article Amendment, subject to the terms and conditions thereof;
"Crossroads Transaction Costs" means all costs and expenses of Crossroads (whether incurred, accrued or billed) in connection
with the Arrangement Agreement and the Arrangement, including fees and expenses of financial and accounting advisors, printing,
mailing, solicitation, proxy solicitation services and shareholder communication costs, Crossroads Meeting costs, legal fees and
disbursements, but excludes, for greater certainty, the termination fee set forth in Section 6.1 of the Arrangement Agreement, the
$50,000 deal fee contemplated in the Letter of Intent, $20,000 of Crossroads Meeting costs and expenses, and $10,000 of
communication expenses incurred in connection with the Arrangement;
"DCI" means Durum Capital Inc., a corporation incorporated under the ABCA and the administrator and manager of DOF;
"Depositary" means Olympia Trust Company;
"Direct Expenses" means, with respect to Crossroads, changes in provision on mortgage receivables, losses on mortgage
receivables, loss on disposal of foreclosed assets held for sale, unrealized loss on foreclosed assets held for sale, and any other
charge or loss related to Crossroads' mortgage portfolio;
"Dissenting Crossroads Shareholders" means registered holders of Class A Shares and/or Class B Shares who validly exercise
the rights of dissent with respect to the Arrangement provided to them under the Interim Order and whose dissent rights remain
valid immediately before the Effective Time;
"DOF" means Durum Opportunities Fund, a trust organized under the Laws of the Province of Alberta and governed by the DOF
Declaration of Trust;
"DOF Administration and Management Agreement" means the administration and management agreement dated effective
October 12, 2018 among the Durum Parties and Durum Opportunities GP Inc., as the same may be amended from time to time;
"DOF Balance Sheet" has the meaning ascribed thereto in Section 4.l(s) of the Arrangement Agreement;
"DOF Board of Directors" means the board of directors of DCI as it may be comprised from time to time;
"DOF Damages Event" has the meaning ascribed thereto in Section 6.1 of the Arrangement Agreement;
"DOF Declaration of Trust" means the amended and restated declaration of trust dated November 1, 2018 among Jay Simmons,
Murray D'Angelo and Bill Overend, as trustees thereunder, DCI, as administrator thereunder, and the unitholders of DOF, as the
same may be amended from time to time;
"DOF Financial Statements" means, collectively, the audited comparative consolidated financial statements of DOF as at and for
the years ended December 31, 2020 and 2019, together with the notes thereto and the auditors' report thereon, and the unaudited
comparative consolidated financial statements of DOF as at and for the nine-month period ended September 30, 2021, together
with the notes thereto;
"DOF Information" means the information to be included in the Information Circular describing DOF and its business, operations
and affairs;
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"DOF Limited Partnership Agreement" means the amended and restated limited partnership agreement dated September 1,
2018 between Durum Opportunities GP Inc., as general partner, DOF, as limited partner, and each person who is admitted as a
limited partner from time to time in accordance with such agreement, with respect to Durum Opportunities LP, as may be amended,
supplemented or restated from time to time;
"DOF Material Agreements" means, collectively, the DOF Declaration of Trust, the DOF Administration and Management
Agreement and the DOF Limited Partnership Agreement;
"DOF Preferred Unit Exchange Ratio" means 0.56, being the fraction of a DOF Preferred Unit issuable in respect of one (1) Class
B Share, subject to adjustment as provided for in the Arrangement Agreement;
"DOF Preferred Units" means the preferred units in the capital of DOF, to be authorized, created and issued in accordance with
the DOF Declaration of Trust on or before the Effective Date, having the terms and conditions set forth in Exhibit "C" to the
Arrangement Agreement;
"DOF Securities" means the DOF Preferred Units, the DOF Units and the DOF Warrants;
"DOF Unitholders" means the holders from time to time of DOF Units;
"DOF Units" means the Class A Units of DOF;
"DOF Warrant Indenture" means the warrant indenture providing for the issuance of the DOF Warrants, in the form attached as
Exhibit "D" to the Arrangement Agreement, a copy of which is attached to the Arrangement Agreement as Exhibit "D" thereto;
"DOF Warrants" means warrants to purchase DOF Units at an exercise price of $17.09 per DOF Unit at any time and from time
to time until eighteen (18) months following the Effective Date, such DOF Warrants to be issued and governed by the terms of
DOF Warrant Indenture;
"DRS Advice" means a direct registration system advice;
"Durum Parties" means, together, DOF and DCI;
"Effective Date" means the date the Arrangement is effective under the ABCA;
"Effective Time" means the time when the Arrangement becomes effective pursuant to the ABCA;
"Election Deadline" means 5:00 p.m. (Calgary time) on April 4, 2022 or two (2) Business Days immediately preceding the day of
the Crossroads Meeting, if such Crossroads Meeting is adjourned or postponed;
"Eligible Institution" means a Canadian Schedule I chartered bank, a major trust company in Canada, a commercial bank or trust
company in the United States, a member of the Securities Transfer Association Medallion Program (STAMP), a member of the
Stock Exchange Medallion Program (SEMP) or a member of the New York Stock Exchange Inc. Medallion Signature Program
(MSP). Members of these programs are usually members of a recognized stock exchange in Canada and the United States,
members of the Investment Industry Regulatory Organization of Canada, members of the Financial Industry Regulatory Authority
or banks and trust companies in the United States.
"Equity Consideration" means 0.033333 of a DOF Unit and 0.033333 of a DOF Warrant issuable in respect of one (1) Class B
Share;
"Equity Exchange Ratio" means 0.033333, being the fraction of a DOF Unit and DOF Warrant issuable in respect of one (1) Class
B Share, subject to adjustment as provided for in the Arrangement Agreement;
"Final Order" means the order of the Court approving the Arrangement pursuant to Subsection 193(9)(a) of the ABCA in respect
of the Crossroads Shareholders, the Durum Parties and Crossroads, as such order may be affirmed, amended or modified by any
court of competent jurisdiction;
"GAAP" means Canadian generally accepted accounting principles, which for the purposes of the Arrangement Agreement shall
be International Financial Reporting Standards;
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"Governmental Entity" means any: (a) multinational, federal, provincial, state, regional, municipal, local or other government or
any governmental or public department, court, tribunal, arbitral body, commission, board, bureau or agency; (b) any subdivision,
agent, commission, board or authority of any of the foregoing; or (c) any quasi-governmental or private body exercising any
regulatory, expropriation or taxing authority under or for the account of any of the foregoing;
"Information Circular" means this management information circular and proxy statement of Crossroads sent to the Crossroads
Shareholders in connection with the Crossroads Meeting, including all the Appendices;
"Interim Order" means the interim order of the Court under Subsection 193(4) of the ABCA containing declarations and directions
with respect to the Arrangement, as such order may be affirmed, amended or modified by any court of competent jurisdiction;
"ITA" or "Tax Act" means the Income Tax Act (Canada), R.S.C. 1985, c. 1 (5th Supp.), as amended, including the regulations
promulgated thereunder, as amended from time to time;
"Laws" means all laws, statutes, regulations, by-laws, statutory rules, orders, ordinances, protocols, codes, guidelines, notices,
directions (including all Applicable Canadian Securities Laws and U.S. Securities Laws), and terms and conditions of any grant of
approval, permission, authority or license of any court, Governmental Entity, statutory body or self-regulatory authority;
"Letter of Intent" means the non-binding letter of intent dated March 23, 2021 between DOF and Crossroads, as amended from
time to time;
"Letter of Transmittal" means the letter of transmittal and election form accompanying this Information Circular, pursuant to which
(among other things) Class B Shareholders may to elect to receive: (i) Cash Consideration, subject to proration; or (ii) Equity
Consideration, and deliver certificates representing Crossroads Shares in order to receive the consideration payable to them
pursuant to the Arrangement;
"Material Adverse Change" or "Material Adverse Effect" means, with respect to any Person, any change, effect, fact,
circumstance, occurrence or event that, individually or in the aggregate, is, or would reasonably be expected to be, material and
adverse to the business, operations, assets, cash flow, liabilities, capitalization, financial condition or prospects of such Person
and its Subsidiaries, taken as a whole, or will, or would reasonably be expected to, prevent, materially delay or materially impair
the ability of the Durum Parties and Crossroads to consummate the transactions contemplated by the Arrangement Agreement;
provided that a Material Adverse Change or Material Adverse Effect shall not include any change, effect, fact, circumstance,
occurrence or event relating to or resulting from: (i) general economic, financial, currency exchange, securities, interest rates or
commodity prices in Canada or elsewhere; (ii) conditions affecting the mortgage lending, investment and management industry as
a whole, and not specifically relating to any Person and/or its Subsidiaries, including changes in Laws (including Tax Laws); (iii) any
matter which has been publicly disclosed as of the date of the Arrangement Agreement; (iv) any epidemic, pandemic, disease
outbreak (including COVID-19), other health crisis or public health event; (v) any climatic, earthquake or other natural event or
condition (including weather conditions and any natural disaster); or (vi) any changes or effects arising from matters permitted or
contemplated by the Arrangement Agreement or disclosed in writing to the Other Party prior to the date hereof (and which have
been consented to or approved in writing by the Other Party);
"Maximum Cash Consideration" means the Cash Consideration, up to a maximum aggregate payment of $10,000,000;
"Net Working Capital" means, with respect to Crossroads, the total of cash, term deposits, prepaid expenses and new mortgages
since December 31, 2020, less trade and other payables and other liabilities as shown in the Crossroads Financial Statements, as
determined in accordance with GAAP. For clarity, Net Working Capital will increase by the amount of any new mortgage advances,
and will decrease by the amount of any mortgage repayments received;
"Net Working Capital Target Amount" means $6,972,337;
"NI 62-104" means National Instrument 62-104 – Take-Over Bids and Issuer Bids;
"Non-Depositing Shareholder" means a Class B Shareholders who: (i) does not deposit with the Depositary a duly completed
Letter of Transmittal prior to the Election Deadline; (ii) properly exercises dissent rights but is not ultimately entitled for any reason
to be paid the fair value for its Class B Shares by Crossroads and is deemed to have participated in the Arrangement on the same
basis as a non-Dissenting Crossroads Shareholder; or (iii) otherwise fails to comply with the election requirements set forth in the
Arrangement and the Letter of Transmittal;
"Notice Period" has the meaning set forth in Section 3.4(c) of the Arrangement Agreement;
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"Other Party" means (i) with respect to the Durum Parties, Crossroads, and (ii) with respect to Crossroads, the Durum Parties;
"Outside Date" means May 16, 2022;
"Parties" means, collectively, the parties to the Arrangement Agreement, and "Party" means any one of them, or where implied
by the context, means the Durum Parties or Crossroads, as the case may be;
"Person" includes any individual, firm, partnership, joint venture, venture capital fund, association, trust, trustee, executor,
administrator, legal personal representative, estate, group, body corporate, corporation, unincorporated association or
organization, Governmental Entity, syndicate or other entity, whether or not having legal status;
"Plan of Arrangement" means the plan of arrangement under the ABCA pursuant to which DOF will, directly or indirectly, acquire
all of the issued and outstanding Crossroads Shares on the terms and conditions described herein, which plan of arrangement
shall be substantially in the form set out in Exhibit "A" hereto, as such plan of arrangement may be amended or supplemented
from time to time in accordance with Article 7 of the Arrangement Agreement;
"Preferred Unit Consideration" means 0.56 of a DOF Preferred Unit for each Class B Share;
"Preferred Unit Maximum" means the Preferred Unit Consideration, up to a maximum aggregate issuance of 4,000,000 DOF
Preferred Units;
"PwC" means PricewaterhouseCoopers LLP;
"Record Date" means February 22, 2022;
"Registrar" means the Registrar of Corporations for the Province of Alberta duly appointed under Section 263 of the ABCA;
"Special Committee" means the independent committee of the Crossroads Board of Directors, comprised of Hon. Neil Wittmann
Q.C. and Gerry Wagner, established to, among other things, review, consider and make recommendations with respect to a
potential transaction with the Durum Parties, and to negotiate, for and on behalf of Crossroads, any such transaction;
"Subsidiary" has the meaning ascribed thereto in the Securities Act (Alberta) (and, for greater certainty, includes all partnerships
(general or limited) and trusts directly or indirectly owned by DOF or Crossroads, as the case may be);
"Superior Proposal" has the meaning set forth in Section 3.4(b)(v)(A) of the Arrangement Agreement;
"Tax" or "Taxes" shall mean all taxes, however denominated, including any interest, penalties or other additions that may become
payable in respect thereof, imposed by any federal, provincial, territorial, state, local or foreign government or any agency or
political subdivision of any such government, which taxes shall include, without limiting the generality of the foregoing, all income
or profits taxes (including, but not limited to, federal income taxes and provincial income taxes), payroll and employee withholding
taxes, unemployment insurance, social insurance taxes, goods and services taxes, sales and use taxes, ad valorem taxes, excise
taxes, franchise taxes, gross receipts taxes, business license taxes, occupation taxes, real and personal property taxes, stamp
taxes, environmental taxes, transfer taxes, capital taxes, workers compensation and other governmental charges, and other
obligations of the same or of a similar nature to any of the foregoing, which DOF or Crossroads (or any of their respective
Subsidiaries), as the case may be, is required to pay, withhold, remit or collect;
"Tax Returns" shall mean all reports, estimates, elections, designations, forms, declarations of estimated tax, information
statements and returns relating to, or required to be filed in connection with, any Taxes;
"U.S. Exchange Act" means the United States Securities Exchange Act of 1934, as amended;
"U.S. Securities Act" means the United States Securities Act of 1933, as amended; and
"U.S. Securities Laws" means the federal and state securities legislation of the United States and all rules, regulations and orders
promulgated thereunder, as amended from time to time.
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SUMMARY INFORMATION
The following is a summary of certain information contained elsewhere in this Information Circular, including the Appendices hereto,
and is qualified in its entirety by reference to the more detailed information contained to elsewhere in this Information Circular or in
the Appendices hereto. Terms with initial capital letters used in this summary are defined in the Glossary of Terms.
The Crossroads Meeting
The Crossroads Meeting will be held at the office of Burnet, Duckworth & Palmer LLP, Suite 2400, 525 – 8th Avenue S.W., Calgary,
Alberta, on Wednesday, April 6, 2022 for the purposes set forth in the accompanying Notice of Special Meeting of Crossroads
Shareholders. The business of the Crossroads Meeting will be to consider and vote upon the Arrangement Resolution and the
Article Amendment Resolution.
Crossroads is very much aware of the public health concerns and requirements respecting the rapidly evolving COVID-19
pandemic. Crossroads asks that, in considering whether to attend the Crossroads Meeting in person, Crossroads Shareholders
follow the instructions of the Public Health Agency of Canada (www.canada.ca/en/publichealth.html), the Alberta Health Services
(www.albertahealthservices.ca) guidelines, and the Alberta Government restrictions on public gatherings
(https://www.alberta.ca/restrictions-on-gatherings.aspx). Subject to public health guidelines, Crossroads encourages Crossroads
Shareholders NOT to attend the Crossroads Meeting in person if they are experiencing any of the described COVID-19 symptoms
of fever, cough or difficulty breathing. Subject to Crossroads' by-laws and public health guidelines, attendance in person at the
Crossroads Meeting may be restricted to essential personnel and registered shareholders and proxyholders entitled to attend and
vote at the Meeting. There will not be a virtual meeting and as such shareholders will not be able to vote remotely. As shareholder
participation at the Meeting is important, Crossroads encourages shareholders to exercise their right to vote prior to the
Meeting by following the instructions set out in the form of proxy or voting instruction form received by shareholders.
The Record Date for determination of Crossroads Shareholders entitled to receive notice of and to vote at the Crossroads Meeting
is February 22, 2022. Only Crossroads Shareholders whose names have been entered in the register of Crossroads Shareholders
on the close of business on that date will be entitled to receive notice of and to vote at the Crossroads Meeting, provided that, to
the extent a holder of Crossroads Shares transfers the ownership of any Crossroads Shares after the Record Date and the
transferee of such Crossroads Shares establishes ownership of such Crossroads Shares and demands, not later than ten (10)
days before the Crossroads Meeting, to be included in the list of holders of Crossroads Shares eligible to vote at the Crossroads
Meeting, such transferee will be entitled to vote such Crossroads Shares at the Crossroads Meeting.
The Arrangement
Effect on Crossroads Shares
Crossroads entered into the Arrangement Agreement with the Durum Parties on January 28, 2022. A copy of the Arrangement
Agreement is attached as Appendix B to this Information Circular. The Arrangement Agreement provides for the implementation
of the Plan of Arrangement (a copy of which is attached as Exhibit "A" to the Arrangement Agreement, which is attached as
Appendix B to this Information Circular) pursuant to which, among other things, DOF proposes to acquire all of the issued and
outstanding Crossroads Shares on the basis of: (i) $1.00 per Class A Share held; and (ii) at the election of the Class B Shareholder:
(A) cash in the amount of $0.56 per Class B Share, subject to adjustment and pro-ration; or (B) 0.033333 of a DOF Unit and
0.033333 of a DOF Warrant per Class B Share, subject to adjustment.
Adjustment to Exchange Ratios
Each of the Cash Consideration Exchange Ratio, the DOF Preferred Unit Exchange Ratio and the Equity Exchange Ratio will be
adjusted on the Effective Date to account for changes in the Net Working Capital of Crossroads and the Direct Expenses of
Crossroads, such that if the Aggregate Variance (which may be positive or negative) exceeds or is less than the Net Working
Capital Target Amount or if the Direct Expenses for the twelve (12)-month period prior to the Effective Date exceed the Direct
Expenses for the twelve (12)-month period prior to December 31, 2020 by more than $100,000, the Cash Consideration Exchange
Ratio, the DOF Preferred Unit Exchange Ratio and the Equity Exchange Ratio shall each be adjusted (either positively or
negatively) accordingly to reflect such excess or lesser amounts.
Pro-rationing
To the extent that the Class B Shareholders who validly deposit a Letter of Transmittal prior to Election Deadline elect to receive
aggregate Cash Consideration that exceeds the Maximum Cash Consideration, then such Class B Shareholders shall receive their
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pro-rated amount of the Cash Consideration and DOF Preferred Units for the remainder of their Class B Shares on the basis of
0.56 of a DOF Preferred Unit per Class B Share, subject to adjustment and pro-ration. Further, to the extent that the Class B
Shareholders who, as a result of pro-rationing, are deemed to have elected to receive Preferred Unit Consideration for a portion
of their Class B Shares and the aggregate number of DOF Preferred Units to be received by such Class B Shareholders exceeds
the Preferred Unit Maximum, then such Class B Shareholders shall receive their pro-rated amount of DOF Preferred Units and
receive Equity Consideration for the remainder of their Class B Shares.
Non-Depositing Shareholders
Class B Shareholders who: (i) do not deposit with the Depositary a duly completed Letter of Transmittal prior to the
Election Deadline; (ii) properly exercise dissent rights but are not ultimately entitled for any reason to be paid the fair
value for their Class B Shares by Crossroads and are deemed to have participated in the Arrangement on the same basis
as non-Dissenting Crossroads Shareholders; or (iii) otherwise fail to comply with the election requirements set forth in
the Arrangement and the Letter of Transmittal, shall be deemed to have elected to receive Equity Consideration.
See Procedure for the Exchange of Crossroads Shares.
The DOF Securities
The DOF Units
The DOF Units are governed by the terms of the DOF Declaration of Trust which provides for certain voting rights, rights of
participation in distributions and rights upon liquidation or termination of DOF. See Appendix E – Information Concerning Durum
Opportunities Fund.
The DOF Preferred Units
The DOF Preferred Units are governed by the terms and conditions of the DOF Declaration of Trust and the terms and conditions
of the DOF Preferred Units, a copy of which is attached as Exhibit "C" to the Arrangement Agreement, which is attached as
Appendix B to this Information Circular. See Appendix E – Information Concerning Durum Opportunities Fund and Exhibit "C" to
the Arrangement Agreement, a copy of which is attached as Appendix B to this Information Circular.
The DOF Warrants
Each whole DOF Warrant will entitle the holder to purchase one (1) DOF Unit at a price of $17.09 exercisable for a period of
eighteen (18) months following the Effective Date. The DOF Warrants will be governed by the DOF Warrant Indenture, a copy of
which is attached as Exhibit "D" to the Arrangement Agreement, a copy of which is attached as Appendix B to this Information
Circular.
Crossroads Shareholders should note that a vote in favor of the Arrangement, by itself, will not entitle a Crossroads Shareholder
to the consideration it may elect under the Arrangement. In order for a Crossroads Shareholder to receive consideration under the
Arrangement, the Arrangement must be approved by not less than sixty-six and two-thirds percent (66⅔%) of the votes cast by
the Crossroads Shareholders (voting as a single class) at the Crossroads Meeting and all of the other conditions to closing the
Arrangement, as set forth in the Arrangement Agreement, must be satisfied or waived, and closing of the Arrangement shall have
occurred. Furthermore, as set forth above, registered Crossroads Shareholders are required to complete and return the enclosed
Letter of Transmittal, which, when properly completed and returned together with the certificate(s) representing Crossroads Shares
(unless the certificate(s) are in the custody of Crossroads) and all other required documents, will enable each Crossroads
Shareholder to obtain the consideration that the Crossroads Shareholder is entitled to receive under the Arrangement. The Letter
of Transmittal also requires shareholders to elect the form of consideration they wish to receive pursuant to the Arrangement, and
a failure to make such an election on or before the deadline set forth therein may result in a shareholder not receiving their preferred
form of consideration. Shareholders are strongly encouraged to review the accompanying Information Circular as well as the Letter
of Transmittal and follow the instructions set forth therein.
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The Arrangement Agreement
The obligations of Crossroads and the Durum Parties to complete the Arrangement are subject to the satisfaction or waiver of
certain conditions set out in the Arrangement Agreement. These conditions include, among others, Crossroads Shareholder
approval of the Arrangement Resolution and Court approval. Upon all the conditions being fulfilled or waived, Crossroads is
required to file the Articles of Arrangement with the Registrar in order to give effect to the Arrangement.
In addition to certain covenants, representations and warranties made by each of Crossroads and the Durum Parties in the
Arrangement Agreement, Crossroads has provided certain non-solicitation covenants, subject to customary Superior Proposal
provisions, as well as a "right to match" provision in favour of the Durum Parties.
In circumstances constituting a DOF Damages Event, including the termination of the Arrangement Agreement, Crossroads has
agreed to pay DOF a fee in the amount of $600,000.
The Arrangement Agreement may be terminated at any time prior to the Effective Date: (i) by mutual written consent of DOF and
Crossroads; (ii) as provided in Section 5.4(b) of the Arrangement Agreement; (iii) by DOF upon the occurrence of a DOF Damages
Event as provided in Section 6.1 of the Arrangement Agreement; and (iv) by Crossroads upon the occurrence of a DOF Damages
Event as provided in Section 6.1(c) of the Arrangement Agreement (carried out in accordance with Section 3.4(b)(vii) of the
Arrangement Agreement and provided Crossroads has complied with its obligations set forth in Section 3.4(c) of the Arrangement
Agreement) and the payment by Crossroads to DOF of the amount required by Section 6.1 of the Arrangement Agreement.
Subject to the satisfaction or waiver of all remaining conditions, Crossroads and DOF expect the Effective Date will occur on or
about April 8, 2022.
The above is a summary of certain terms of the Arrangement Agreement and is qualified in its entirety by the full text of the
Arrangement Agreement, which is attached as Appendix B to this Information Circular, and to the more detailed summary contained
elsewhere in this Information Circular.
See The Arrangement – The Arrangement Agreement and see Appendix B – Arrangement Agreement for a copy of the
Arrangement Agreement.
Background to and Reasons for the Arrangement
The Arrangement is the result of extensive and considered negotiations between Crossroads and the Durum Parties and their
respective representatives. This Information Circular contains a summary of the events leading up to the execution of the
Arrangement Agreement. See The Arrangement – Background to and Reasons for the Arrangement in this Information Circular.
Reasons for the Recommendation of the Crossroads Board of Directors
In determining that the Arrangement is in the best interests of Crossroads and the Crossroads Shareholders and is fair to the
Crossroads Shareholders, the Crossroads Board of Directors considered and relied upon a number of factors, including, among
others, the following:
•

Arm's Length Negotiation: The consideration and other terms in the Arrangement Agreement are the result of a
comprehensive arm's length negotiation between the Special Committee and the Durum Parties.

•

Supporting Fairness Opinion: The Crossroads Fairness Opinion received from PwC to the effect that the consideration
to be received by Crossroads Shareholders pursuant to the Arrangement is fair, from a financial point of view, to the
Crossroads Shareholders. See The Arrangement – Crossroads Fairness Opinion.

•

Arrangement Agreement Terms: The terms of the Arrangement Agreement include that: (i) the obligation of the Durum
Parties to complete the Arrangement is subject to a number of conditions which the Crossroads Board of Directors
believes are reasonable under the circumstances; and (ii) the Crossroads Board of Directors will be able to consider and
respond, in accordance with its fiduciary duties, to a Superior Proposal from third parties and to enter into a Superior
Proposal, subject to a right to match and the payment, in certain circumstances, of a fee to DOF.
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•

Crossroads Support Agreements: Certain Crossroads Shareholders, who together beneficially own or exercise control
or direction over approximately 60% and 0.2% of the outstanding Class A Shares and Class B Shares, respectively,
have entered into Crossroads Support Agreements with the Durum Parties and Crossroads to, among other things, vote
their respective securities in favour of the Arrangement Resolution. If Crossroads terminates the Arrangement Agreement
in accordance with its terms (including to accept a Superior Proposal), the Crossroads Support Agreements will terminate
and as such, the Crossroads Support Agreements do not act as an impediment to attracting and considering a Superior
Proposal.

•

Court Approval: The Arrangement is subject to a determination by the Court that the Arrangement is fair, both
procedurally and substantively, to the Crossroads Shareholders.

•

Fair and Equitable Treatment: The view of the Crossroads Board of Directors, that the terms of the Arrangement
Agreement treat the Crossroads Shareholders equitably and fairly.

•

Liquidity: Class B Shareholders who elect Cash Consideration, up to the Maximum Cash Consideration, are provided
with certainty of value in the form of cash (which amount may be subject to adjustment) and, if applicable, in the event a
Class B Shareholder receives DOF Preferred Units, the ability to receive a redeemable security that, pursuant and
subject to its terms, is redeemable for cash at the deemed transaction value per Class B Share, providing a manner of
additional cash liquidity. See Appendix E – Information Concerning Durum Opportunities Fund.

•

Alternatives: The Special Committee's assessment of the current and anticipated future opportunities and risks
associated with the business, operations, assets, financial performance and condition of Crossroads. In that regard and
in considering the status quo, or a wind up of operations, as an alternative to pursuing the Arrangement, the Special
Committee assessed and considered, among other things:
o

the estimated net asset value of the Class B Shares, it being noted that the anticipated adjusted value of the
Class B Shares pursuant to the Arrangement is expected to be similar to the current internal estimates of net
asset value of the Class B Shares;

o

the amounts reasonably estimated that may be available for distribution to Crossroads Shareholders in the
event Crossroads distributed a portion of its current cash balances, and the ongoing effect on Crossroads'
business and operations thereafter (including continuing with the status quo or winding up operations in an
orderly manner), as compared to the consideration that would be made available to shareholders under the
Arrangement (including the Cash Consideration). As part of such deliberations, the Special Committee noted
(among other things):


Caplink's analysis on the status of the mortgage lending market, noting it was very competitive and
it was difficult to deploy Crossroads' targeted amounts in accordance with Crossroads' investment
criteria, thus resulting in lower absolute return expectations and limiting expectations for future
growth;



that as part of any internal liquidation or capital return strategy, there would be certain inefficiencies
in returning Crossroads full assets (including cash balances) to Crossroads Shareholders in a timely
manner (including as a result of required holdbacks, capital management and other related
considerations) and that in the interim, Crossroads would continue to pay management fees to
Caplink, as well as director and other general and administrative fees and that if Crossroads
completed additional distributions of cash, it would likely have insufficient resources to carry on any
meaningful mortgage lending business;



Crossroads' financial statements have been prepared with a "going concern" note since 2015
primarily as a result of the redemption queue in respect of the Class B Shares;



any disposition of Crossroads' mortgage portfolio would likely be completed at a discount to carrying
value; and



the potential for shareholders who elect, or otherwise receive, DOF Units, to realize the potential
continued upside in Crossroads' business, through a larger more diversified entity, with additional
resources and a highly skilled management team in DOF, and, through the receipt of DOF Warrants,
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an ability to acquire additional DOF Units at current market prices in the future. See also Appendix
E – Information Concerning Durum Opportunities Fund.
See also The Arrangement – Background to and Reasons for the Arrangement.
•

Customary Shareholder Approvals Required: The Arrangement Resolution must be approved by at least sixty-six and
two-thirds percent (66⅔%) of the votes cast by all Crossroads Shareholders (voting together as a single class) voting in
person or by proxy at the Meeting. See The Arrangement — Crossroads Shareholder Approval.

•

Dissent Rights: Registered Crossroads Shareholders have been granted dissent rights and may, upon compliance with
certain conditions, exercise such dissent rights and receive fair value for their Crossroads Shares as determined by the
Court. See The Arrangement – Rights of Dissent.

•

No Financing Condition: The Arrangement Agreement does not contain a financing condition in favour of the Durum
Parties.

•

Article Amendment: The Crossroads Meeting provides an opportunity for Crossroads Shareholders to consider the
Article Amendment Resolution that is proposed by the Crossroads Board of Directors which, if approved by Crossroads
Shareholders, would effect an amendment to terms of the Class B Shares to provide the Class B Shares voting rights
equivalent to those currently in place with respect to the Class A Shares, which would allow the Class B Shareholders
the right to (among other things) elect the directors of Crossroads (other than those that may be appointed by the Court)
at subsequent annual general meetings of shareholders (which would only have practical effect in the event the
Arrangement is not completed). See Other Matters to be Considered at the Crossroads Meeting – Article Amendment
Resolution.

The Crossroads Board of Directors also considered a number of potential risks relating to the Arrangement, including the following
and those set forth under Risk Factors:
•

Risk of Non-Completion: The risks to Crossroads if the Arrangement is not completed include the costs to Crossroads
in pursuing the Arrangement and the other risks associated with Crossroads' business (including in respect of the status
quo) as described above.

•

"No Shop": The Arrangement Agreement limits Crossroads' ability to solicit additional interest from third parties.

•

Dissenting Shareholders: The possibility that Crossroads Shareholders holding more than five percent (5.0%) of the
Class B Shares then outstanding shall have validly exercised, and not withdrawn, dissent rights, which could result in
the inability to consummate the Arrangement by the Outside Date or the Outside Date being extended in accordance
with the terms of the Arrangement Agreement.

•

Liquidity Consideration: The Arrangement may not provide full liquidity, in the form of cash, for all Class B
Shareholders, as the Cash Consideration is limited to the Maximum Cash Consideration and, to the extent Class B
Shareholders elect in excess of the Maximum Cash Consideration, such electing Class B Shareholders will receive their
pro-rata portion of the Cash Consideration and DOF Preferred Units (up to the Preferred Unit Maximum) and, to the
extent necessary, DOF Units and DOF Warrants, which DOF Preferred Units, DOF Units and DOF Warrants do not have
a liquid market and, with respect to the DOF Units and DOF Preferred Units, may be subject to restrictions on redemption
from time to time.

•

DOF's Business: For any Class B Shareholder who receives DOF Units (including DOF Units acquired on exercise of
DOF Warrants) or DOF Preferred Units, such Class B Shareholder will be subject to the risks associated with DOF's
business, which is a diversified business and different from Crossroads' current business operations. See Appendix E –
Information Concerning Durum Opportunities Fund – Risk Factors.

The foregoing discussion of the information and factors considered and given weight by the Special Committee and the Crossroads
Board of Directors is not intended to be exhaustive. In reaching the determination to approve and recommend the Arrangement,
the Special Committee and the Crossroads Board of Directors did not assign any relative or specific weights to the foregoing
factors, and individual directors may have given different weights to different factors. The Special Committee's and Crossroads
Board of Directors' reasons for recommending the Arrangement include certain assumptions relating to forward-looking
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information, and such information and assumptions are subject to various risks. See Forward-Looking Statements and Risk
Factors.
Crossroads Fairness Opinion
The Crossroads Board of Directors received the verbal Crossroads Fairness Opinion from PwC that as of January 28, 2022, the
consideration to be received by Crossroads Shareholders from DOF under the Arrangement is fair, from a financial point of view,
to the Crossroads Shareholders. On February 8, 2022, PwC provided the written Crossroads Fairness Opinion, a complete copy
of which is attached as Appendix F to this Information Circular. The Crossroads Fairness Opinion is subject to the assumptions,
qualifications and limitations contained therein.
PwC provided the Crossroads Fairness Opinion to the Crossroads Board of Directors for their exclusive use in considering the
Arrangement. While the Crossroads Fairness Opinion is being included in this Information Circular for the information and review
of Crossroads Shareholders, the Crossroads Fairness Opinion may not be relied upon by any other Person other than the Special
Committee. The Crossroads Fairness Opinion does not address the relative merits of the Arrangement as compared to any other
strategic alternatives that may be available to Crossroads and the Crossroads Fairness Opinion does not constitute a
recommendation to any Crossroads Shareholder as to how such Crossroads Shareholder should act or vote on any matters relating
to the Arrangement.
See The Arrangement – Crossroads Fairness Opinion in this Information Circular.
Crossroads Shareholder Approval
In order to be effective, the Arrangement Resolution must be approved by at least sixty-six and two-thirds percent (66⅔%) of the
votes cast by Class A Shareholders and Class B Shareholders, voting as a single class, either in person or by proxy, at the
Crossroads Meeting. See Appendix A to this Information Circular for the full text of the Arrangement Resolution.
See General Proxy Matters – Procedure and Votes Required in this Information Circular.
Recommendation of the Crossroads Board of Directors
After consulting with Crossroads' legal and other advisors, and after considering, among other things, the Crossroads
Fairness Opinion, and based upon the unanimous recommendation of the Special Committee, the Crossroads Board of
Directors has unanimously (other than Steve Allan who abstained from voting in accordance with Applicable Laws):
(i) approved the Arrangement Agreement and the transactions contemplated thereby; (ii) determined that the
Arrangement is in the best interests of Crossroads and the Crossroads Shareholders; (iii) determined that the
Arrangement is fair to the Crossroads Shareholders; and (iv) recommended that Crossroads Shareholders vote in favour
of the Arrangement Resolution.
See The Arrangement – Recommendation of the Crossroads Board of Directors.
Crossroads Support Agreements and Intention of Certain Crossroads Shareholders
Certain Crossroads Shareholders holding approximately 60% and 0.2% of the outstanding Class A Shares and Class B Shares,
respectively, have entered into the Crossroads Support Agreements pursuant to which such Crossroads Shareholders have
agreed: (i) with the Durum Parties and Crossroads to vote in favour of the Arrangement Resolution and to otherwise support the
Arrangement; and (ii) with Crossroads to vote in favour of the Article Amendment Resolution and to otherwise support the Article
Amendment, all subject to the provisions of the Crossroads Support Agreements.
See The Arrangement – Crossroads Support Agreements and Intention of Certain Crossroads Shareholders.
Final Order
Implementation of the Arrangement requires the satisfaction of several conditions and the approval of the Court. See The
Arrangement – Procedure for the Arrangement Becoming Effective. An application for the Final Order approving the Arrangement
is expected to be made by video conference on April 7, 2022 at 3:30 p.m. at the Calgary Courts Centre, 601 – 5th Street S.W.,
Calgary, Alberta. On the application, the Court will consider the fairness of the Arrangement.
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Durum Opportunities Fund
DOF is a trust organized under the laws of the Province of Alberta and governed by the DOF Declaration of Trust.
The head office of DOF is located at 1212 – 34th Avenue S.E., Calgary, Alberta T2G 1V7.
See Information Concerning Durum Opportunities Fund in this Information Circular and Appendix E – Information Concerning
Durum Opportunities Fund for a more detailed description of DOF.
Durum Capital Inc.
DCI is a corporation incorporated under the ABCA.
The head and principal office of DCI is located at 1212 – 34th Avenue S.E., Calgary, Alberta T2G 1V7 and its registered address
is at 1212 – 34th Avenue S.E., Calgary, Alberta T2G 1V7.
See Information Concerning Durum Capital Inc. in this Information Circular and Appendix E – Information Concerning Durum
Opportunities Fund for a more detailed description of DCI.
Crossroads-DMD Mortgage Investment Corporation
Crossroads is a mortgage investment corporation in the business of mortgage lending in the residential real estate forum in the
Provinces of Alberta, Saskatchewan, Manitoba and British Columbia.
Crossroads' head office is located c/o Caplink at Suite 1000, College Plaza 8215-112 Street Edmonton, Alberta T6G 2C8 and its
registered and records office is located at 421 7th Ave SW Suite 1600, Calgary, Alberta T2P 4K9.
See Information Concerning Crossroads-DMD Mortgage Investment Corporation in this Information Circular and Appendix D –
Information Concerning Crossroads-DMD Mortgage Investment Corporation for a more detailed description of Crossroads.
Procedure for Exchange of Crossroads Shares
Following receipt by the Depositary of a duly completed Letter of Transmittal, together with the Crossroads Shareholder's
certificate(s) representing such Crossroads Shareholder's Crossroads Shares (unless the certificate(s) are in the custody of
Crossroads) and such other documents as may be required thereby, the Depositary will forward by first class mail (postage prepaid)
or hold for pick-up the certificate(s) for the DOF Warrants, the DRS Advice(s) for the DOF Units and DOF Preferred Units (as
applicable), and/or the cheque for the consideration to which the holder is entitled pursuant to the Plan of Arrangement, in
accordance with the instructions provided by the holder in the Letter of Transmittal. Physical certificates for DOF Warrants will be
issued pursuant to the Arrangement, however physical certificates for DOF Units and DOF Preferred Units will not be issued
pursuant to the Arrangement. Instead former Class B Shareholders, who elect or are deemed to elect to receive DOF Units and/or
DOF Preferred Units will receive DRS Advice(s) which will represent the total number of DOF Units and/or DOF Preferred Units
such holder is entitled to receive pursuant to the Arrangement. Crossroads Shareholders that subsequently wish to receive a
certificate for their DOF Units and/or DOF Preferred Units in exchange for the applicable DRS Advice should follow the instructions
provided on the applicable DRS Advice.
Class B Shareholders who: (i) do not deposit with the Depositary a duly completed Letter of Transmittal prior to the
Election Deadline; (ii) properly exercise dissent rights but are not ultimately entitled for any reason to be paid the fair
value for their Class B Shares by Crossroads and are deemed to have participated in the Arrangement on the same basis
as non-Dissenting Crossroads Shareholders; or (iii) otherwise fail to comply with the election requirements set forth in
the Arrangement and the Letter of Transmittal, shall be deemed to have elected to receive Equity Consideration.
If you are a Beneficial Shareholder and your Crossroads Shares are registered in the name of a broker, dealer, bank, trust
company or other nominee you must contact their nominee to exchange their Crossroads Shares pursuant to the
Arrangement.
No certificates representing fractional DOF Securities shall be issued under the Arrangement. In the event that a Class B
Shareholder would otherwise be entitled to a fractional DOF Unit, DOF Preferred Unit or DOF Warrant, as applicable, the number
of DOF Units, DOF Preferred Units or DOF Warrants, as applicable, issued to such Class B Shareholder will be rounded up to the

18
next greater whole number of such DOF Security if the fractional entitlement is equal to or greater than 0.5 and will, without any
additional compensation, be rounded down to the next lesser whole number of such DOF Security if the fractional entitlement is
less than 0.5. In respect of the Cash Consideration, each Crossroads Shareholder entitled to receive Cash Consideration will
receive an amount of cash, rounded to the nearest whole cent (with fractions equal to exactly 0.5 of a cent being rounded up). In
calculating such fractional interests, all Class B Shares registered in the name of a Class B Shareholder or its nominee will be
aggregated.
The Plan of Arrangement provides that any certificate formerly representing Crossroads Shares not duly surrendered on or before
the sixth anniversary of the Effective Date shall cease to represent a right or claim by or interest of any kind or nature including the
right of a former holder of Crossroads Shares to receive the consideration for such Crossroads Shares pursuant to the Plan of
Arrangement (and any dividends or other distributions thereon, as applicable) and shall terminate and be deemed to be surrendered
and forfeited to DOF, for no consideration. In such case, such Cash Consideration shall be returned to DOF, and such Preferred
Unit Consideration and the Equity Consideration shall be returned to DOF for cancellation and any distributions in respect thereof
shall be returned to DOF.
Rights of Dissent
Pursuant to the Interim Order, registered Crossroads Shareholders have rights of dissent with respect to the Arrangement
Resolution if Crossroads, c/o its solicitors, Burnet, Duckworth & Palmer LLP, Suite 2400, 525 – 8th Avenue S.W., Calgary, Alberta
T2P 1G1, Attention: Joanne Luu, receives by 4:00 p.m. (Calgary time) on the day that is two (2) Business Days immediately
preceding the date of the Crossroads Meeting (being April 4, 2022 if the Crossroads Meeting is to be held on April 6, 2022), a
written objection to the Arrangement Resolution and such holder complies with Section 191 of the ABCA, as modified by the Interim
Order. Provided the Arrangement becomes effective, each Dissenting Crossroads Shareholder will be entitled to be paid the fair
value of the Crossroads Shares in respect of which the Crossroads Shareholder dissents in accordance with Section 191 of the
ABCA, as modified by the Interim Order. See Appendices C and G for a copy of the Interim Order and the provisions of Section
191 of the ABCA, respectively.
The statutory provisions covering the right to dissent are technical and complex. Failure to strictly comply with the requirements
set forth in Section 191 of the ABCA, as modified by the Interim Order, may result in the loss of any right to dissent. Persons who
are Beneficial Shareholders who wish to dissent, should be aware that only the registered holder of such Crossroads Shares is
entitled to dissent. Accordingly, a Beneficial Shareholder desiring to exercise the dissent rights must make arrangements for such
Crossroads Shares beneficially owned to be registered in such holder's name prior to the time the written objection to the
Arrangement Resolution is required to be received by Crossroads, or alternatively, make arrangements for the registered holder
to dissent on such holder's behalf. Pursuant to the Interim Order, a registered Crossroads Shareholder may not exercise the right
to dissent in respect of only a portion of such holder's Crossroads Shares (provided that a Crossroads Shareholder who holds both
Class A and Class B Shares is not required to dissent in respect of both classes of shares), and a Dissenting Crossroads
Shareholder shall not have voted his or her Crossroads Shares (irrespective of which class of Crossroads Shares was voted) at
the Crossroads Meeting either in person or represented by proxy in favour of the Arrangement Resolution.
It is a mutual condition to DOF's and Crossroads' obligations to complete the Arrangement that Crossroads Shareholders holding
no more than five percent (5.0%) of the outstanding Crossroads Shares shall have exercised rights of dissent in relation to the
Arrangement that have not been withdrawn as at the Effective Date.
See The Arrangement – Rights of Dissent.
In addition to the foregoing, pursuant to Section 191 of the ABCA, registered Crossroads Shareholders have the right to dissent to
the Article Amendment Resolution and, if the Article Amendment Resolution becomes effective, to be paid the fair value of their
Class A Shares and/or Class B Shares (as applicable) in accordance with the provisions of Section 191 of the ABCA. Strict
compliance with the provisions of Section 191 of the ABCA is required in order to exercise this right to dissent. See Appendix G
attached hereto for the full text of Section 191 of the ABCA. A Dissenting Crossroads Shareholder must send to Crossroads a
written objection to the Article Amendment Resolution, which written objection must be received by Crossroads, c/o Burnet,
Duckworth & Palmer LLP, Suite 2400, 525 – 8th Avenue S.W., Calgary, Alberta T2P 1G1, Attention: Joanne Luu, at or before the
Crossroads Meeting.
Canadian Federal Income Tax Considerations
This Information Circular contains a summary of certain Canadian federal income tax consequences generally applicable to
Crossroads Shareholders. See Canadian Federal Income Tax Considerations in this Information Circular.
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Certain Other Tax Considerations
This Information Circular does not contain a summary of the non-Canadian income tax consequences, including those
relating to the Arrangement. Persons who may have non-Canadian tax consequences relating to the Arrangement should
consult their tax advisors with respect to such non-Canadian tax consequences, including any associated filing
requirements, in the appropriate jurisdictions.
Risk Factors
Certain risk factors related specifically to the Arrangement are set forth under the heading Risk Factors below. Further, certain risk
factors relating to the activities of DOF and the ownership of DOF Securities are described in Appendix E – Information Concerning
Durum Opportunities Fund under the heading Risk Factors. See also, the disclosure under the heading Risk Factors in Appendix
D – Information Concerning Crossroads-DMD Mortgage Investment Corporation for risk factors related to the business and
operations of Crossroads.
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GENERAL PROXY MATTERS
Solicitation of Proxies
This Information Circular is furnished in connection with the solicitation of proxies by the management of Crossroads to be
used at the Crossroads Meeting. Solicitations of proxies will be primarily by mail, but may also be by newspaper publication, in
person or by telephone, email or oral communication by directors of Crossroads.
Crossroads has engaged Laurel Hill Advisory Group to assist Crossroads in the solicitation of proxies from Crossroads Shareholders
for the Crossroads Meeting. The total cost of the proxy solicitation services is $35,000, plus reasonable out-of-pocket expenses.
Crossroads will bear the cost of this solicitation.
Appointment and Revocation of Proxies
Accompanying this Information Circular is a form of proxy for Crossroads Shareholders.
Crossroads Shareholders who are planning on returning the accompanying form of proxy are encouraged to review this
Information Circular carefully before submitting the proxy forms.
The Record Date for determination of Crossroads Shareholders entitled to receive notice of and to vote at the Crossroads Meeting is
February 22, 2022. Only Crossroads Shareholders whose names have been entered in the register of Crossroads Shares on the close
of business on the Record Date will be entitled to receive notice of and to vote at the Crossroads Meeting, except that, to the extent a
holder of Crossroads Shares transfers the ownership of any Crossroads Shares after the Record Date and the transferee of those
Crossroads Shares establishes ownership of such Crossroads Shares and demands, not later than ten (10) days before the Crossroads
Meeting, to be included in the list of Crossroads Shareholders eligible to vote at the Crossroads Meeting, such transferee will be entitled
to vote those Crossroads Shares at the Crossroads Meeting and Crossroads issued by Crossroads after the Record Date and prior to
the Crossroads Meeting will be entitled to vote at the Crossroads Meeting.
Accompanying this Information Circular is a form of proxy for registered Crossroads Shareholders. The persons named in
the enclosed forms of proxy are directors of Crossroads. A registered Crossroads Shareholder has a choice of voting by
proxy on the internet, by phone, by mail or by fax, or by using the form of proxy provided by Crossroads to appoint another
person (who need not be a Crossroads Shareholder) other than the persons designated in the forms of proxy provided by
Crossroads to attend the Crossroads Meeting and act on behalf of such Crossroads Shareholder, or voting in person by
attending the Crossroads Meeting. If a Crossroads Shareholder votes by proxy on the internet, by telephone, by mail or by
facsimile in advance of the Crossroads Meeting, as is strongly encouraged by Crossroads, such Crossroads Shareholder's
vote will be counted, whether or not such Crossroads Shareholder attends the Crossroads Meeting. Even if a Crossroads
Shareholder attends the Crossroads Meeting, it may be more convenient to vote in advance. To exercise this right to vote at
the Crossroads Meeting, the Crossroads Shareholder should strike out the names of management designees in the enclosed
form of proxy and insert the name of the desired representative in the blank space provided in the form of proxy or submit
another appropriate form of proxy. Completed forms of proxy must be received by the agent for the Crossroads Meeting,
Olympia Trust Company, as soon as possible but not later than 10:00 a.m. (Calgary time) on April 4, 2022, or forty eight (48)
hours (excluding Saturdays, Sundays and statutory holidays in the Province of Alberta) prior to the time of any adjournment
or postponement of the Crossroads Meeting.
A registered Crossroads Shareholder may vote in one of the following ways: (a) by internet, at the website indicated on the proxy form,
for which the control number which is noted on the proxy form will be required; (b) by email to proxy@olympiatrust.com; (c) by mailing
a complete, signed and dated form of proxy using the enclosed return envelope or an envelope addressed to the agent for the
Crossroads Meeting, Olympia Trust Company, PO Box 128, STN M, Calgary, AB T2P 2H6; (d) by hand delivery to Olympia Trust
Company, Suite 4000, 520 – 3 Avenue SW, Calgary, AB; (e) by facsimile, by sending a complete, signed and dated form of proxy to
(403) 668-8307; or (f) in person at the Crossroads Meeting wherein the form of proxy does not need to be completed or returned in
advance of the Crossroads Meeting. We strongly encourage all Crossroads Shareholders not to attend the Crossroads Meeting
in person, and instead to vote their Crossroads Shares prior to the Crossroads Meeting by completing the enclosed
instrument of proxy and returning it as soon as possible in the envelope provided for that purpose.
If you are a Crossroads Shareholder and have any questions, need assistance in voting your Crossroads Shares, please contact Laurel
Hill for assistance. You can reach Laurel Hill at 1-877-452-7184 (calls outside North America), 416-304-0211 (calls outside North
America) or by e-mail at assistance@laurelhill.ca.
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Beneficial Shareholders
The information set forth in this section is of significant importance to Crossroads Shareholders, as certain Crossroads
Shareholders do not hold Crossroads Shares in their own name. If you are a Beneficial Shareholder, you should note that only
proxies deposited by Crossroads Shareholders whose names appear on the records of Crossroads as the registered holders of
Crossroads Shares can be recognized and acted upon at the Crossroads Meeting. If Crossroads Shares are listed in an account
statement provided to a Crossroads Shareholder by a broker, then in almost all cases, those Crossroads Shares will not be registered
in the Crossroads Shareholder's name on the records of Crossroads. Such Crossroads Shares will more likely be registered under the
name of the Crossroads Shareholder's broker or an agent of that broker. If you are a Beneficial Shareholder and receive these materials
through your broker or through another intermediary, please complete the form of proxy or voting direction provided to you by your
broker or other intermediary in accordance with the instructions provided therein.
Signature of Proxy
The applicable form of proxy must be executed by the Crossroads Shareholder or his attorney authorized in writing, or if the Crossroads
Shareholder is a corporation, the applicable form of proxy should be signed in its corporate name under its corporate seal by an
authorized officer whose title should be indicated. A proxy signed by a Person acting as attorney or in some other representative
capacity should reflect such Person's capacity following his signature and should be accompanied by the appropriate instrument
evidencing qualification and authority to act (unless such instrument has been previously filed with Crossroads).
Voting of Proxies
The Persons named in the accompanying form of proxy will vote Crossroads Shares in respect of which they are appointed in
accordance with the direction of the Crossroads Shareholder appointing them. In the absence of such direction the Crossroads
Shares will be voted FOR the approval of the Arrangement Resolution and FOR the Article Amendment Resolution and all
other matters to be considered at the Crossroads Meeting. As at the date of this Information Circular, management of
Crossroads knows of no such amendments, variations or other matters to be brought before the Crossroads Meeting.
Exercise of Discretion of Proxy
The enclosed forms of proxy confer discretionary authority upon the Persons named therein with respect to amendments or
variations to matters identified in the accompanying Notice of the Special Meeting of Crossroads Shareholders and this
Information Circular and with respect to other matters that may properly come before the Crossroads Meeting. At the date of
this Information Circular, management of Crossroads know of no amendments, variations or other matters to come before
the Crossroads Meeting other than the matters referred to in the Notice of the Special Meeting of Crossroads Shareholders.
Procedure and Votes Required
Crossroads Meeting
The Interim Order provides that only Crossroads Shareholders whose names have been entered in the registers of Crossroads Shares
on the close of business on the Record Date will be entitled to receive notice of and to vote at the Crossroads Meeting, subject to
Section 137 of the ABCA with respect to transferees of Crossroads Shares after the Record Date.
Pursuant to the Interim Order:
(a)

the quorum at the Crossroads Meeting shall be one (1) Persons entitled to vote thereat holding or representing not less than
five percent (5%) of the outstanding Crossroads Shares entitled to vote at the Crossroads Meeting. If within thirty (30) minutes
from the time appointed for the Crossroads Meeting a quorum is not present, the Crossroads Meeting shall stand adjourned
to a date not less than two (2) and not more than thirty (30) days later, as may be determined by the Chair of the Crossroads
Meeting. No notice of the adjourned Crossroads Meeting shall be required and, if at such adjourned meeting a quorum is not
present, the Crossroads Shareholders present in person or by proxy at such adjourned meeting shall be a quorum for all
purposes;

(b)

each Class A Share and Class B Share entitled to be voted at the Crossroads Meeting will entitle the holder to one (1) vote
at the Crossroads Meeting in respect of the Arrangement Resolution and any other matters to be considered at the
Crossroads Meeting. The number of votes required to pass the Arrangement Resolution shall be not less than sixty-six and
two-thirds percent (66⅔%) of the votes cast by the Class A Shareholders and Class B Shareholders, voting as a single
class, either in person or represented by proxy at the Crossroads Meeting; and
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(c)

the chairperson of the Crossroads Meeting shall be any director of Crossroads. The only Persons entitled to attend and
speak at the Crossroads Meeting shall be the Crossroads Shareholders or their authorized proxy holders, Crossroads'
directors and its auditors, Caplink, Crossroads legal counsel, the representatives and legal counsel of the Durum Parties and
such other Persons who may be permitted to attend by the chairperson of the Crossroads Meeting.
THE ARRANGEMENT

Background to and Reasons for the Arrangement
The entering into of the Arrangement Agreement is the result of extensive arm's length negotiations conducted among the Special
Committee, the Durum Parties, and their respective advisors. The following is a summary of certain of the material events, meetings,
negotiations and discussions among the Parties that preceded the execution of the Arrangement Agreement on January 28, 2022, as
well as a background of certain other matters preceding such events.
As a result of various orders, transactions and agreements, in September 2013, the Alberta Securities Commission (the "ASC") issued
a cease trade order against Crossroads, on the basis that Crossroads' offering memorandum dated May 30, 2013 and certain reports
of exempt distributions in connection therewith, were not completed in accordance with applicable securities laws. The cease trade
order was varied in October 2014 to permit redemptions by Crossroads of the Class B Shares, to the extent permitted by Crossroads'
articles and the ABCA (the "Cease Trade Order").
On April 30, 2015, upon Crossroads filing an updated offering memorandum, the ASC revoked the Cease Trade Order. In August
2016, the ASC imposed terms and conditions on CMS Real Estate Ltd. ("CMS") (the former manager of Crossroads), requiring that
CMS's activities be restricted to certain securities, clients and services, and that CMS either be subject to special supervision by a third
party monitor or that Crossroads retain a new investment fund manager and restricted portfolio manager with respect to Crossroads'
activities in the capital market. On November 30, 2016, Crossroads terminated the management agreement with CMS, and effective
November 30, 2016, entered into the Crossroads Administration and Management Agreement with Caplink, whereby Caplink would
provide various management, mortgage administration and other related services to Crossroads. See Appendix D – The Manager and
the Management Agreement.
Subsequent to the termination of the management agreement with CMS, Crossroads underwent a series of management and other
organizational changes, and became engaged in a series of claims, certain of which are summarized as follows:
•
•
•
•

On May 29, 2017, a class action lawsuit was commenced against Crossroads and certain other defendants, including certain
then-directors of Crossroads or their affiliated entities (the "Class Action Suit");
On August 31, 2017, Caplink, on behalf of Crossroads, filed a statement of claim against certain of the then directors of
Crossroads (the "Derivative Action");
On June 25, 2018, Roberta Ott (a Class B Shareholder) filed a claim against Crossroads and certain others (including certain
then-directors or their affiliated entities) seeking, among other things, changes to the Crossroads Board of Directors; and
On April 30, 2019, CMS filed a claim against Caplink, for which Crossroads is required to indemnify Caplink, as manager of
Crossroads, for any losses or liabilities (the "CMS Action" and together with the Class Action Suit and the Derivative Action,
the "Crossroads Actions").

In connection with certain of the Crossroads Actions, by the order of Justice J. Eamon dated March 7, 2019 (which order was amended
effective April 16, 2020), the Court ordered that three (3) additional directors be appointed to the Crossroads Board of Directors, such
directors (the "Independent Directors") being: Hon. Neil Wittmann QC, retired Chief Justice of the Alberta Court of Queen’s Bench
and retired Justice of the Alberta Court of Appeal; J. Stephens Allan, FCPA, ICD.D; and Gerry Wagner, CPA, ICD.D. The Independent
Directors were, in addition to the duties and powers vested in directors of Crossroads, provided certain specific authorities, all as further
set in the Court order attached as Schedule "D" to Appendix D to this Information Circular. Following their appointment, the Independent
Directors familiarized themselves with the business, financial and legal affairs of Crossroads.
Crossroads faced several challenges at the time of the appointment of the Independent Directors, including the following: (a)
Crossroads financial statements and tax returns for fiscal years since 2016 needed to be considered, approved, executed and filed
and related annual general meetings needed to be held; (b) Crossroads needed to consider and assess demands from its Class B
Shareholders for dividends and share redemptions (the redemption queue represented approximately half the outstanding shares); (c)
Crossroads needed to consider how best to deploy its assets (with a then approximate value of $36,000,000), given the ongoing
economic challenges in the Alberta economy; and (d) Crossroads was party to numerous legal proceedings (including the Crossroads
Actions described above).
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Given the high volume of redemption requests from Class B Shareholders, the distractions and instability caused by the Crossroads
Actions, including among the current and former outside manager of Crossroads, and Crossroads and certain of the then-directors of
Crossroads, the Crossroads Board of Directors, including the Independent Directors, noted and acknowledged that a comprehensive
solution to Crossroads' status quo may be required in order to move Crossroads forward for the benefit of all stakeholders.
As part of considering its options, the Crossroads Board of Directors received regular reports from its manager, Caplink. In December
2019, Caplink presented the Crossroads Board of Directors an assessment of certain potential options for Crossroads' business,
including investment of surplus cash, primarily in first mortgages, as well as a sale of its mortgage portfolio. While investing surplus
funds in first mortgages were projected by Caplink to provide a positive return, it did not address the significant redemption queue. If
earnings were to be distributed as dividends, meaningful redemptions could only come from the reduction of the mortgage portfolio
which would impact projected future earnings. As part of this analysis, Caplink also advised as to its assessment of the market for
Crossroads' mortgage portfolio, noting that any disposition (if one could be done) would be done at a significant discount to carrying
value, and would also involve material transaction costs, including fees payable to Caplink. The Crossroads Board of Directors also
considered the possibility of an orderly wind-up of Crossroads' business, which would allow then current mortgages to mature and/or
realize on them through mortgage enforcement actions. In considering such option, the Crossroads Board of Directors noted that such
plan of action would take a considerable amount of time, in which Crossroads' business would continue to shrink, all while carrying a
high general and administrative expense. In the case of a wind-up of Crossroads, either through a disposition of assets or an orderly
wind-up through maturities or otherwise, significant holdbacks to any distributions that could be made to Crossroads Shareholders
would be required in order to account for ongoing wind-up costs, including the resolution of the Crossroads Actions. In addition, the
Crossroads Board of Directors considered the significant amount of time expected to receive all consents or approvals to complete
any final distributions, including "no-interest" or similar consents from taxing authorities, in which Crossroads' would continue to realize
a cash burn.
The redemption queue, which was comprised of approximately half of the Class B Shares, was a stark indicator that liquidity was
paramount to Class B Shareholders, and was also the primary factor in the fact that Crossroads' financial statements had been
prepared with a "going concern" note since 2015. While investing surplus funds in first mortgages provided a positive return, it did not
address the redemption queue in a meaningful way. Alternatively, a disposition of assets or an orderly wind-up would likely result in a
discounted sale and delays in final distributions.
Shortly after such review process, instability in global markets commenced as a result of the COVID-19 pandemic, culminating in the
declaration of a pandemic on March 11, 2020 by the World Health Organization. In addition, the low level of oil prices directly impacted
the Alberta marketplace to which Crossroads had concentrated exposure. Accordingly, suspension of new lending was discussed in
subsequent meetings of the Crossroads Board of Directors in April and May 2020, and lending was suspended until further market and
other effects could be determined. On May 28, 2020, the Crossroads Board of Directors approved a $15,000,000 repurchase of Class
B Shares in two (2) tranches, $6,000,000 in July 2020 and $9,000,000 in September 2020.
On August 12, 2020, Steve Allan, one of the Independent Directors, arranged an introductory meeting between the Crossroads Board
of Directors and DCI at which DCI indicated that DOF may be interested in completing a transaction with Crossroads. Steve Allan
noted that he serves as a trustee of DOF, and as such, intended to only facilitate such a meeting and not participate in any deliberation
on behalf of Crossroads in respect of the same. Upon being advised of the interest of DOF in a potential transaction involving
Crossroads, the Independent Directors (other than Steve Allan) began initial exploratory discussions with DOF to understand the basis
of DOF's interest, the basis of a potential proposal and other matters with respect to DOF and its business, with an awareness and
understanding that changes to Crossroads' status quo that may improve Crossroads' position may include, among other things, a
strategic business transaction with a third party. A mutual confidentiality agreement was entered into on August 18, 2020 at which point
the Parties began a preliminary and initial review of the other party's business and operations and subsequently on October 26, 2020,
the parties entered into an agreement pursuant to which Crossroads provided DCI with exclusivity to negotiate a potential transaction
(for to the term of such agreement).
At the meeting of the Crossroads Board of Directors on December 18, 2020, Caplink presented a scenario where Crossroads would
resume its lending activities, albeit on the basis of a smaller entity with limited resources (post the re-purchase of the Class B Shares).
Given the view that markets had substantially stabilized, the Crossroads Board of Directors approved Caplink's proposal to resume
lending on a limited basis, with a target of new lending in the amount of $2,000,000 per quarter.
As reviews of Crossroads' business and prospects continued over the following months and recognizing the nature of the potential
discussions with DOF, the Crossroads Board of Directors sought to retain independent legal advisors, and engaged Burnet, Duckworth
& Palmer LLP, as independent counsel in February 2021.
In February 2021, after a careful review of Crossroads' business, DOF provided Crossroads an initial offer pursuant to which DOF
proposed to acquire substantially all of the business assets of Crossroads (the "Initial Durum Offer"). Upon receipt of the same, the
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Crossroads Board of Directors met on February 17, 2021 to discuss and review the same. It was determined that a number of changes
were required to the Initial Durum Offer and that discussions should continue.
With the assistance of counsel, the Independent Directors (excluding Steve Allan, who refrained from such discussions) met with DOF
and its representatives over the course of the following weeks and provided feedback on the Initial Durum Offer. In particular, such
Independent Directors sought to have clarified the manner in which DOF proposed to effect a transaction and noted that since the
Initial Durum Offer was proposed to be an asset transaction for consideration comprised partially of cash, DOF Units and promissory
notes, it would be impracticable to complete such a transaction and for Crossroads to distribute such consideration to its shareholders
in an efficient manner, in accordance with the elections of Crossroads Shareholders, and that, in lieu of the same, a corporate
transaction may be considered in order to best enable Crossroads Shareholders to make their preferred elections for the receipt of the
proposed consideration.
Accordingly, as a result of such feedback, the parties discussed, in principle, a revised offer, and drafted a revised non-binding letter
of intent (the "Initial Letter of Intent") whereby DOF would acquire all of the Crossroads Shares. At a meeting of the Crossroads
Board of Directors held on March 22, 2021, the Crossroads Board of Directors (excluding Steve Allan, who refrained from such
discussions) met to consider such Initial Letter of Intent whereby DOF would acquire all of the Class B Shares for consideration
consisting of:
•
•

•

cash at $0.53 per Class B Share, up to a maximum of $4,000,000;
unsecured promissory notes of DOF (or substantially similar preferred security that would be expected to be plan eligible for
registered accounts) bearing five percent (5.0%) interest compounding annually and payable quarterly, due in 2024 at $0.53
per Class B Share times the number of Class B Shares elected by each Class B Shareholder for promissory notes, up to a
maximum principal amount of $4,000,000; or
the issuance by DOF of DOF Units in an amount equal to one (1) DOF Unit for every thirty (30) Class B Shares (based on a
notional value $17.09 per DOF Unit), each such DOF Unit to be accompanied by a warrant to purchase an additional DOF
Unit for a period of up to eighteen (18) months from the closing date at an exercise price of $17.09 per share,

in each case, with the value of a Class B Share being subject to adjustment as a result of Crossroads' working capital and net
asset value. Further, the Initial Letter of Intent contemplated that all Class A Shares would be acquired by DOF for consideration
in an aggregate amount of $1,000. The Initial Letter of Intent also contemplated various closing conditions, including the
settlement, revocation or withdrawal of all Crossroads Actions.
In connection with the March 22, 2021 meeting, the Crossroads Board of Directors asked questions and made certain comments with
respect to the Initial Letter of Intent, which were incorporated in the revised draft of the Initial Letter of Intent which was subsequently
sent to DOF.
As part of considering the revised draft of the Initial Letter of Intent, it was noted that proposed commercial terms of the Initial Letter of
Intent were better than the expected results of a portfolio sale or a wind-up. Further, it was viewed by the Independent Directors
(excluding Steve Allan, who refrained from such discussions) that by receiving DOF Units and DOF Warrants, Class B Shareholders
could continue to participate in the upside associated with Crossroads' mortgage portfolio, as well as benefit from a more diversified
business with the potential of improved yields.
At the March 22, 2021 meeting, the Crossroads Board of Directors also approved the formation of the Special Committee to, among
other things, review, consider and make recommendations with respect to a potential transaction with the Durum Parties, and to
negotiate, for and on behalf of Crossroads, any such transaction. The Special Committee would be comprised of Hon. Neil Wittmann
Q.C. and Gerry Wagner. Given that certain directors were involved, directly or directly, in various of the Crossroads Actions, which
may have an impact on any discussions with a counterparty, it was determined that any evaluation of a potential transaction with the
Durum Parties should not include such directors. Furthermore, given Steve Allan's association with DOF by virtue of being a trustee of
DOF, it was determined that, in addition to the directors of Crossroads involved in the litigation, Steve Allan would also not serve on
any such committee.
On March 23, 2021, Crossroads and DOF entered into the Initial Letter of Intent (incorporating certain comments from the Crossroads
Board of Directors). As part of entering into the Initial Letter of Intent, Crossroads paid DOF a fee of $50,000 in consideration for the
costs and expenses of DOF in pursuing the potential transaction. Also, subsequent to the Initial Letter of Intent, Crossroads engaged
PwC on April 9, 2021 to, if requested, provide a fairness opinion in respect of the potential transaction.
Over the course of the following months, Crossroads, under the supervision and direction of the Special Committee, worked towards
advancing the transaction contemplated by the Initial Letter of Intent, as revised from time to time. In addition to negotiating forms of
definitive documents, the Independent Directors worked towards a comprehensive settlement of all of the Crossroads Actions. As part
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of this, the Independent Directors determined that, while it was contemplated by the Initial Letter of Intent that all obligations would be
addressed and settled or discharged prior to completing any transaction with DOF, it was in Crossroads' best interest to settle all of
the Crossroads Actions, irrespective of the transaction with DOF. As such, the Independent Directors (including Steve Allan, in this
instance), and with the assistance of outside litigation counsel, worked on a number of proposals with the various opposing litigants,
and their respective counsels, to a comprehensive litigation settlement.
The Independent Directors, in the exercise of their fiduciary duties, initiated efforts to achieve resolution of the Crossroads Actions on
satisfactory terms. Factors which the Independent Directors considered in guiding their approach to a negotiated resolution included
the following:
•
•
•
•
•
•
•
•
•

the relative merits and risks associated with the Crossroads Actions, particularly the Derivative Action;
the legal costs associated with the Crossroads Actions, particularly the Derivative Action, both as a significant ongoing
expense to Crossroads and, correspondingly, as a drain on the available resources of the parties adverse in interest;
the time that would pass before each of the Crossroads Actions, particularly the Derivative Action, would result in a final
judicial determination;
the potential challenges and uncertainty associated with enforcing any judgment in favour of Crossroads, particularly in the
Derivative Action, against some or all of the parties adverse in interest;
the insurance limits available to respond to the Crossroads Actions, particularly the Derivative Action;
the importance of Crossroads Actions being resolved with a view to advancing the business of Crossroads or any potential
transactions on behalf of Crossroads;
the elimination of the expense to Crossroads resulting from Caplink's involvement in the Crossroads Actions, particularly the
Derivative Action;
the interest in the Class B Shareholders being potentially accorded voting rights (in the event the Arrangement is not
completed), including the right to elect the members of the Crossroads Board of Directors; and
the elimination of the expense to Crossroads resulting from the continued involvement of the Independent Directors in
addressing such matters.

To this end, Crossroads entered into a settlement agreement (the "Settlement Agreement") with the various litigants, pursuant to
which (among other things): (i) the defendants to the Derivative Action would pay to Crossroads the all-inclusive sum of $300,000; (ii)
each of Gerry Macdonald, Gerry Garvey and James Devlin would, upon the settlement being approved by the Court, resign as directors
and officers of Crossroads and they, and Maureen Macdonald, undertook, covenanted and agreed that each shall not subsequently
seek election as a director of Crossroads; (iii) the parties agreed to a discontinuance of the Class Action Suit; and (iv) each of Gerry
Macdonald, Gerry Garvey, James Devlin and Maureen Macdonald agreed to enter into Crossroads Support Agreements (which were
subsequently entered into in on February 11, 2022) to vote in favor of the Arrangement Resolution and the Article Amendment
Resolution. The Crossroads Support Agreements were intended to mitigate the disproportionate control such Class A Shareholders
held over Crossroads as a result of owning and controlling a substantial number of the issued and outstanding Class A Shares, which,
for matters that may require a class vote (including the Article Amendment Resolution, and, subject to the discretion of the court,
potentially the Arrangement Resolution), could result in an effective "veto" by such Class A Shareholders over any of such matters
(irrespective of the vote of the Class B Shareholders). Of note, the Settlement Agreement was not contingent on the completion of the
potential transaction between Crossroads and the Durum Parties and would result in a comprehensive settlement of all Crossroads
Actions in all circumstances. See Other Matters to be Considered at the Crossroads Meeting – Article Amendment Resolution.
Also, during such period, DOF and Caplink had separate and independent discussions with respect to Caplink's provision of services
to Crossroads' business after the completion of the Arrangement, including the terms of the same, and DOF advised that either
terminating or restructuring the Crossroads Administration and Management Agreement would be a condition to closing of a
transaction.
Upon substantial progress on the Settlement Agreement, the Parties re-engaged to advance the definitive documents with respect to
the proposed transaction, and through counsel, the Parties worked on advancing drafts of the proposed arrangement agreement and
plan of arrangement.
At a meeting of the Special Committee held on October 12, 2021, it was noted by the Special Committee that Crossroads' cash position
had improved as a result of certain mortgage payouts, and that Crossroads had additional liquidity that it had not anticipated when
initially entering into the Initial Letter of Intent. As such, the Special Committee engaged in discussions with DOF with respect to the
quantum of Cash Consideration payable pursuant to the proposed transaction, in order to reflect Crossroads' cash position, and other
alternatives available to Crossroads to deploy such cash, including any redemptions of Crossroads Shares, distributions or a reinvestment in Crossroads' business.
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At a meeting between representatives of the Special Committee and DOF on November 4, 2021, further discussions ensued with
respect to valuation and consideration matters. In particular, the Special Committee and DOF agreed on a potential framework that
would provide a substantially consistent valuation for the Class B Shares, irrespective of any election (or deemed election) by a Class
B Shareholder and would provide a reasonable amount of cash (including instruments redeemable for cash) to enable Class B
Shareholders who sought liquidity a reasonable opportunity to realize the same, without any significant discount or reduction to their
equity value (as compared to making other elections), and in particular, was expected to provide $6,000,000 in cash for electing Class
B Shareholders (which was in excess of the $4,000,000 payable to cash electing Class B Shareholders initially proposed), combined
with an additional 4,000,000 DOF Preferred Units, which were intended to have a similar effect to promissory notes (but were
anticipated to be more effective for Class B Shareholders who held such DOF Preferred Units in a registered plan), whereby such DOF
Preferred Units could be redeemed for cash in the future, and in each case with a deemed value per DOF Preferred Unit equal to the
value ascribed to Class B Shares electing to receive cash as part of the Arrangement.
Accordingly, the Parties continued to pursue the transaction on the terms set forth above, and continued to prepare the draft
Arrangement Agreement, and other ancillary matters (including the form of Warrant Indenture, terms of the DOF Preferred Units and
the terms of the Plan of Arrangement). Concurrently, the Special Committee was advised by both parties that DOF and Caplink
continued progressing an agreement whereby Caplink would continue to provide certain services to Crossroads after the completion
of the Arrangement, on the various terms and conditions contemplated thereby.
At Crossroads Board of Directors meeting held on November 29, 2021, the management report for the first nine (9) months of 2021
was presented by Caplink. It was noted that new lending during first nine (9) months of the calendar year was just under $2,000,000,
versus a targeted rate of $2,000,000 per quarter. As part of this review, it was noted by Caplink that the mortgage lending market was
very competitive and it was difficult to deploy the targeted amounts in accordance with Crossroads' investment criteria. This resulted
in lower investment in mortgages, leading to lower return expectations.
On December 8, 2021, the Court approved the Settlement Agreement, and, concurrent with the same, each of Gerry Macdonald, Gerry
Garvey, James Devlin and Maureen Macdonald resigned as directors and/or officers of Crossroads.
On December 15, 2021, Crossroads' received correspondence from a Class A Shareholder attempting to requisition a meeting of Class
A Shareholders to elect three (3) new directors of Crossroads and seeking the voluntary resignation of Steve Allan as a (Court
appointed) director, among other things. Upon review with independent legal counsel, Crossroads subsequently notified the Class A
Shareholder that the requisition request was deficient, as it did not identify the identity of the directors requested to be nominated, and
lacked certain other information required under applicable laws. However, in such communication, Crossroads did advise that it would
be seeking to amend the articles of Crossroads to provide Class B Shares voting rights, equivalent to those of the Class A Shares,
such that, if applicable, at future annual general meetings of Crossroads Shareholders, the Class B Shareholders could vote on (among
other things) director elections, and that it would be appropriate to effect such amendments to the terms of the Class B Shares prior to
any annual general meeting whereby directors are elected. See Other Matters to be Considered at the Crossroads Meeting – Article
Amendment Resolution.
At a meeting held on December 21, 2021, the Special Committee reviewed the current status of the draft Arrangement Agreement and
the terms and conditions set for therein. At such meeting, the Special Committee considered the benefits and also the risks and other
anticipated consequences of the proposed transaction, as well as the current status of Crossroads' business and its reasonable
alternatives. After deliberations and discussion, the Special Committee determined that it was not in a position to recommend the
proposed transaction with DOF. The Special Committee reached this conclusion based on its views that the transaction still did not
include a sufficient cash option to provide Class B Shareholders an opportunity for liquidity, as well as the perceived execution and
other risks associated with proceeding with such a transaction (including the costs expected to be incurred in respect of the same).
After providing notice to DOF of the Special Committee's December 21, 2021 determinations, DOF proposed certain amendments and
deal enhancements, including: (i) increasing the Cash Consideration of the transaction to $7,000,000, and agreeing to reimburse
Crossroads for (or in certain cases, waive) certain fees and expenses that may be incurred by Crossroads in connection with the
proposed transaction (including crediting a portion of the $50,000 deal fee previously paid towards Crossroads Meeting costs); (ii)
removing certain previously proposed closing conditions in favour of the Durum Parties (including a previously proposed condition with
respect to the termination of or amendment to the Crossroads Administration and Management Agreement); and (iii) removing certain
proposed and customary circumstances whereby a "break fee" may be payable by Crossroads to DOF, and limiting the same to
instances of a "superior proposal" and related matters.
The Special Committee met a number of times following receipt of the amended DOF proposal. During such meetings, the Special
Committee assessed and considered the continued risks of the transaction, the anticipated benefits of the transaction, and other
factors, including Crossroads' identified alternatives. In assessing Crossroads' other identified alternatives, the Special Committee
noted that as part of any internal liquidation or capital return strategy, there would be certain inefficiencies in returning Crossroads full
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assets to Crossroads Shareholders in a timely manner, and that in the interim, Crossroads would be obligated to pay the continued
management fees payable to Caplink, as well as director and other general and administrative fees.
Conversely, the Special Committee viewed the $7,000,000 of cash available in the transaction to represent a substantial cash amount
to Class B Shareholders (who elect the same) and provide an opportunity for liquidity in the form of cash (in addition to 4,000,000
redeemable DOF Preferred Units) as well as provide the potential for Class B Shareholders to realize the potential upside in DOF
equity through the DOF Units and DOF Warrants, providing an option (subject to elections and pro-rationing) for cash in an amount
expected to approximate current net asset values, as well as potential equity appreciation through the holding of equity of DOF, in a
manner that was viewed to have the potential exceed the possibility of similar or better results in a stand alone case for Crossroads
(either through a capital return strategy, followed by a wind-up, or a status quo scenario, or any combination of the forgoing).
However, after such deliberations and discussions, the Special Committee became aware of certain recent events that had the effect
of improving Crossroads' cash position, including through recent mortgage repayments and a favorable ruling of the Alberta Court of
Appeal in Crossroads' favor in respect of a property in which Crossroads had an interest as a creditor would likely result (absent further
appeal to the Supreme Court of Canada) in additional cash proceeds payable to Crossroads. Accordingly, after discussions and
negotiations, the Special Committee and DOF agreed to a further change to the terms of the proposed transaction to provide for up to
$10,000,000 in cash in the transaction, which would represent a substantial cash amount available to electing Class B Shareholders
that was expected to be approximately equal to or more than what could be immediately provided in a stand alone return of capital
strategy, while also providing for the same potential benefits to Class B Shareholders who elect or received DOF equity, as described
in the paragraph above. As part of such discussions, and in recognition of the remaining term of the Crossroads Administration and
Management Agreement and the duplicate services that may be provided post closing, an upward adjustment to the Net Working
Capital Target Amount was negotiated. This adjustment was intended to, in effect, recognize the remaining term of the Crossroads
Administration and Management Agreement and/or making adjustments to the agreement after closing.
On January 27, 2022, after further internal discussions and deliberations, including continued dialogue with DOF and confirmations by
DOF of certain deal terms, the Special Committee met again to consider the transaction with DOF. At such meeting, the members of
the Special Committee reviewed the terms of the draft Arrangement Agreement in detail with counsel, and discussion ensued with
respect to material terms and conditions set forth therein.
At a meeting held on January 28, 2022, members of the Special Committee and the Crossroads Board of Directors (now being solely
comprised of the Independent Directors) met to consider the Arrangement and the Arrangement Agreement. Given Steve Allan's
conflict as a result of also serving on the board of trustees of DOF, Steve Allan recused himself from the meeting, and as such, the
members of the Special Committee were the sole members of the Crossroads Board of Directors for the purposes of such meeting,
and accordingly, such meeting served as a joint meeting of both the Special Committee and the Crossroads Board of Directors. At
such meeting, the Special Committee discussed the proposed benefits and anticipated consequences of the Arrangement, and certain
other matters, all as further described under Reasons for the Recommendation of the Crossroads Board of Directors below. Also in
attendance at such meeting were representatives of PwC who provided a summary of the work and review they had performed with
respect to providing their Crossroads Fairness Opinion, from a financial point of view, of the Arrangement. During the course of the
presentation, members of the Special Committee (who also constituted the entire Crossroads Board of Directors for this purpose) were
afforded an opportunity to ask PwC questions, and PwC delivered their verbal opinion that, as at such date, the Arrangement was fair,
from a financial point of view, to the Crossroads Shareholders. See Crossroads Fairness Opinion.
Upon receipt of PwC's verbal opinion, independent legal counsel reviewed the terms and conditions of the Arrangement Agreement
and related ancillary documents and agreements with the Special Committee / Crossroads Board of Directors (excluding Steve Allan)
following which, the Special Committee / Crossroads Board of Directors (excluding Steve Allan) continued its deliberations, and as a
part of this, the Special Committee / Crossroads Board of Directors (excluding Steve Allan) considered, among other things, advice
from its legal counsel in respect to its fiduciary duties, and the impact of the proposed transaction on the Crossroads Shareholders and
other stakeholders and other reasonable alternatives available to Crossroads, including continuing with its existing business plan or a
wind-up of operations. After hearing the verbal Crossroads Fairness Opinion of PwC, the Special Committee (in its capacity as such)
unanimously determined to recommend to the Crossroads Board of Directors that the Arrangement was in the best interests of
Crossroads and the Crossroads Shareholders, that the Arrangement is fair to the Crossroads Shareholders and that the Crossroads
Board of Directors recommend that Crossroads Shareholders vote in favour of the Arrangement and to approve the Arrangement
Agreement and the transactions contemplated thereby. Upon delivering such recommendations, the Crossroads Board of Directors
(excluding Steve Allan, who refrained from such discussions), unanimously determined that the Arrangement was in the best interests
of Crossroads and the Crossroads Shareholders, determined that the Arrangement was fair to the Crossroads Shareholders,
recommended that Crossroads Shareholders vote in favour of the Arrangement at a special meeting of the Crossroads Shareholders
to be held to consider (among other things) the Arrangement and resolved, among other things, to approve the Arrangement Agreement
(substantially in the form and on the terms presented to the meeting) and the transactions contemplated thereby. See also Reasons
for the Recommendation of the Crossroads Board of Directors.
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The Arrangement Agreement was finalized and executed on January 28, 2022.
On February 11, 2022, Crossroads Support Agreements from each of Gerry Macdonald, Gerry Garvey, James Devlin and Maureen
Macdonald were executed and delivered.
On February 14, 2022, the Crossroads Board of Directors approved this Circular and certain other procedural matters related to the
Crossroads Meeting and to the Arrangement.
Recommendation of the Crossroads Board of Directors
After consulting with Crossroads' legal and other advisors, and after considering, among other things, the Crossroads
Fairness Opinion, and based upon the unanimous recommendation of the Special Committee, the Crossroads Board of
Directors has unanimously (other than Steve Allan who abstained from voting in accordance with Applicable Laws): (i)
approved the Arrangement Agreement and the transactions contemplated thereby; (ii) determined that the Arrangement is in
the best interests of Crossroads and the Crossroads Shareholders; and (iii) determined that the Arrangement is fair to the
Crossroads Shareholders. The Crossroads Board of Directors recommends that Crossroads Shareholders vote in favour of
the Arrangement Resolution.
Certain Crossroads Shareholders who collectively own or control, directly or indirectly, approximately 60% and 0.2% of the outstanding
Class A Shares and Class B Shares, respectively, have entered into the Crossroads Support Agreements pursuant to which such
Crossroads Shareholders have agreed: (i) with the Durum Parties and Crossroads, to vote in favour of the Arrangement Resolution
and to otherwise support the Arrangement; and (ii) with Crossroads, to vote in favour of the Article Amendment Resolution and to
otherwise support the Article Amendment. See The Arrangement – Crossroads Support Agreements and Intention of Certain
Crossroads Shareholders.
Reasons for the Recommendation of the Crossroads Board of Directors
In determining that the Arrangement is in the best interests of Crossroads and the Crossroads Shareholders and is fair to the
Crossroads Shareholders, the Crossroads Board of Directors considered and relied upon a number of factors, including, among others,
the following:
•

Arm's Length Negotiation: The consideration and other terms in the Arrangement Agreement are the result of a
comprehensive arm's length negotiation between the Special Committee and the Durum Parties.

•

Supporting Fairness Opinion: The Crossroads Fairness Opinion received from PwC to the effect that the consideration to
be received by Crossroads Shareholders pursuant to the Arrangement is fair, from a financial point of view, to the Crossroads
Shareholders. See The Arrangement – Crossroads Fairness Opinion.

•

Arrangement Agreement Terms: The terms of the Arrangement Agreement include that: (i) the obligation of the Durum
Parties to complete the Arrangement is subject to a number of conditions which the Crossroads Board of Directors believes
are reasonable under the circumstances; and (ii) the Crossroads Board of Directors will be able to consider and respond, in
accordance with its fiduciary duties, to a Superior Proposal from third parties and to enter into a Superior Proposal, subject
to a right to match and the payment, in certain circumstances, of a fee to DOF.

•

Crossroads Support Agreements: Certain Crossroads Shareholders, who together beneficially own or exercise control or
direction over approximately 60% and 0.2% of the outstanding Class A Shares and Class B Shares, respectively, have
entered into Crossroads Support Agreements with the Durum Parties and Crossroads to, among other things, vote their
respective securities in favour of the Arrangement Resolution. If Crossroads terminates the Arrangement Agreement in
accordance with its terms (including to accept a Superior Proposal), the Crossroads Support Agreements will terminate and
as such, the Crossroads Support Agreements do not act as an impediment to attracting and considering a Superior Proposal.

•

Court Approval: The Arrangement is subject to a determination by the Court that the Arrangement is fair, both procedurally
and substantively, to the Crossroads Shareholders.

•

Fair and Equitable Treatment: The view of the Crossroads Board of Directors, that the terms of the Arrangement Agreement
treat the Crossroads Shareholders equitably and fairly.
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•

Liquidity: Class B Shareholders who elect Cash Consideration, up to the Maximum Cash Consideration, are provided with
certainty of value in the form of cash (which amount may be subject to adjustment) and, if applicable, in the event a Class B
Shareholder receives DOF Preferred Units, the ability to receive a redeemable security that, pursuant and subject to its
terms, is redeemable for cash at the deemed transaction value per Class B Share, providing a manner of additional cash
liquidity. See Appendix E – Information Concerning Durum Opportunities Fund.

•

Alternatives: The Special Committee's assessment of the current and anticipated future opportunities and risks associated
with the business, operations, assets, financial performance and condition of Crossroads. In that regard and in considering
the status quo, or a wind up of operations, as an alternative to pursuing the Arrangement, the Special Committee assessed
and considered, among other things:
o

the estimated net asset value of the Class B Shares, it being noted that the anticipated adjusted value of the Class
B Shares pursuant to the Arrangement is expected to be substantially similar to the current internal estimates of
net asset value of the Class B Shares;

o

the amounts reasonably estimated that may be available for distribution to Crossroads Shareholders in the event
Crossroads distributed a portion of its current cash balances, and the ongoing effect on Crossroads' business and
operations thereafter (including continuing with the status quo or winding up operations in an orderly manner), as
compared to the consideration that would be made available to shareholders under the Arrangement (including
the Cash Consideration). As part of such deliberations, the Special Committee noted (among other things):


Caplink's analysis on the status of the mortgage lending market, noting it was very competitive and it
was difficult to deploy Crossroads' targeted amounts in accordance with Crossroads' investment criteria,
thus resulting in lower absolute return expectations and limiting expectations for future growth;



that as part of any internal liquidation or capital return strategy, there would be certain inefficiencies in
returning Crossroads full assets (including cash balances) to Crossroads Shareholders in a timely
manner (including as a result of required holdbacks, capital management and other related
considerations) and that in the interim, Crossroads would continue to pay management fees to Caplink,
as well as director and other general and administrative fees and that if Crossroads completed additional
distributions of cash it would likely have insufficient resources to carry on any meaningful mortgage
lending business;



Crossroads' financial statements have been prepared with a "going concern" note since 2015 primarily
as a result of the redemption queue in respect of the Class B Shares;



any disposition of Crossroads' mortgage portfolio would likely be completed at a discount to carrying
value; and



the potential for shareholders who elect, or otherwise receive, DOF Units, to realize the potential
continued upside in Crossroads business, through a larger more diversified entity, with additional
resources and a highly skilled management team in DOF, and, through the receipt of DOF Warrants, an
ability to acquire additional DOF Units at current market prices in the future. See also Appendix E Information Concerning Durum Opportunities Fund.

See also The Arrangement – Background to and Reasons for the Arrangement.
•

Customary Shareholder Approvals Required: The Arrangement Resolution must be approved by at least sixty-six and
two-thirds percent (66⅔%) of the votes cast by all Crossroads Shareholders (voting together as a single class) voting in
person or by proxy at the Meeting. See The Arrangement — Crossroads Shareholder Approval.

•

Dissent Rights: Registered Crossroads Shareholders have been granted dissent rights and may, upon compliance with
certain conditions, exercise such dissent rights and receive fair value for their Crossroads Shares as determined by the
Court. See The Arrangement – Rights of Dissent.

•

No Financing Condition: The Arrangement Agreement does not contain a financing condition in favour of the Durum
Parties.
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•

Article Amendment: The Crossroads Meeting provides an opportunity for Crossroads Shareholders to consider the Article
Amendment Resolution that is proposed by the Crossroads Board of Directors which, if approved by Crossroads
Shareholders, would effect an amendment to terms of the Class B Shares to provide the Class B Shares voting rights
equivalent to those currently in place with respect to the Class A Shares, which would allow the Class B Shareholders the
right to (among other things) elect the directors of Crossroads (other than those that may be appointed by the Court) at
subsequent annual general meetings of shareholders (which would only have practical effect in the event the Arrangement
is not completed). See Other Matters to be Considered at the Crossroads Meeting – Article Amendment Resolution.

The Crossroads Board of Directors also considered a number of potential risks relating to the Arrangement, including the following and
those set forth under Risk Factors:
•

Risk of Non-Completion: The risks to Crossroads if the Arrangement is not completed include the costs to Crossroads in
pursuing the Arrangement and the other risks associated with Crossroads' business (including in respect of the status quo)
as described above.

•

"No Shop": The Arrangement Agreement limits Crossroads' ability to solicit additional interest from third parties.

•

Dissenting Shareholders: The possibility that Crossroads Shareholders holding more than five percent (5.0%) of the Class
B Shares then outstanding shall have validly exercised, and not withdrawn, dissent rights, which could result in the inability
to consummate the Arrangement by the Outside Date or the Outside Date being extended in accordance with the terms of
the Arrangement Agreement.

•

Liquidity Consideration. The Arrangement may not provide full liquidity, in the form of cash, for all Class B Shareholders,
as the Cash Consideration is limited to the Maximum Cash Consideration and, to the extent Class B Shareholders elect in
excess of the Maximum Cash Consideration, such electing Class B Shareholders will receive their pro-rata portion of the
Cash Consideration and DOF Preferred Units (up to the Preferred Unit Maximum) and, to the extent necessary, DOF Units
and DOF Warrants, which DOF Preferred Units, DOF Units and DOF Warrants do not have a liquid market and, with respect
to the DOF Units and DOF Preferred Units, may be subject to restrictions on redemption from time to time.

•

DOF's Business. For any Class B Shareholder who receives DOF Units (including DOF Units acquired on exercise of DOF
Warrants) or DOF Preferred Units, such Class B Shareholder will be subject to the risks associated with DOF's business,
which is a diversified business and different from Crossroads' current business operations. See Appendix E – Information
Concerning Durum Opportunities Fund – Risk Factors.

The foregoing discussion of the information and factors considered and given weight by the Special Committee and the Crossroads
Board of Directors is not intended to be exhaustive. In reaching the determination to approve and recommend the Arrangement, the
Special Committee and the Crossroads Board of Directors did not assign any relative or specific weights to the foregoing factors, and
individual directors may have given different weights to different factors. The Special Committee's and Crossroads Board of Directors'
reasons for recommending the Arrangement include certain assumptions relating to forward-looking information, and such information
and assumptions are subject to various risks. See Forward-Looking Statements and Risk Factors.
Crossroads Fairness Opinion
In deciding to approve the Arrangement Agreement and make its recommendation to the Crossroads Shareholders, the Special
Committee and the Crossroads Board of Directors considered, among other things, the Crossroads Fairness Opinion that as of the
date thereof, the consideration being offered to Crossroads Shareholders by DOF under the Arrangement is fair, from a financial point
of view, to the Crossroads Shareholders. On February 8, 2022, PwC provided the written Crossroads Fairness Opinion, a complete
copy of which is attached as Appendix F to this Information Circular. The Crossroads Fairness Opinion is subject to the assumptions,
qualifications and limitations contained therein.
PwC provided the Crossroads Fairness Opinion to the Crossroads Board of Directors for their exclusive use in considering the
Arrangement. While the Crossroads Fairness Opinion is being included with this Information Circular for the information and review of
Crossroads Shareholders, the Crossroads Fairness Opinion may not be relied upon by any other Person other than the Crossroads
Board of Directors. The Crossroads Fairness Opinion does not address the relative merits of the Arrangement as compared to any
other alternatives that may be available to Crossroads and the Crossroads Fairness Opinion does not constitute a recommendation to
any Crossroads Shareholder as to how such Crossroads Shareholder should act or vote on any matters relating to the Arrangement.
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PwC will be paid a fee based on their applicable hourly rates for rendering the Crossroads Fairness Opinion which is not conditional
on the completion of the Arrangement. Crossroads has also agreed to reimburse PwC for its reasonable out-of-pocket expenses and
to indemnify PwC in respect of certain liabilities that might arise out of its engagement.
Crossroads Support Agreements and Intention of Certain Crossroads Shareholders
Certain Crossroads Shareholders representing approximately 60% and 0.2% of the outstanding Class A Shares and Class B Shares,
respectively, have entered into Crossroads Support Agreements pursuant to which such Crossroads Shareholders have agreed to: (i)
with the Durum Parties and Crossroads, vote in favour of the Arrangement Resolution and to otherwise support the Arrangement; and
(ii) with Crossroads, vote in favour of the Article Amendment Resolution and otherwise support the Article Amendment, all subject to
the provisions of the Crossroads Support Agreements.
The obligations of Crossroads Shareholders under the Crossroads Support Agreements in respect of the Arrangement and the
Arrangement Resolution shall terminate on the earlier of: (i) the Effective Date; (ii) the date on which the Arrangement Agreement is
terminated in accordance with its terms; (iii) the date on which the Crossroads Support Agreement is terminated by the mutual written
agreement of the parties; (iv) the date the Arrangement is amended to reduce or change the form of consideration payable to the
Crossroads Shareholder for its Crossroads Shares pursuant to the Arrangement; or (v) on the Outside Date, if the Arrangement is not
completed by such date.
The obligations of Crossroads Shareholders under the Crossroads Support Agreements in respect of the Article Amendment and the
Article Amendment Resolution shall terminate on the earlier of: (i) the date on which the Crossroads Support Agreement is terminated
by the mutual written agreement of the parties; and (ii) the close of business on the date of the Crossroads Meeting at which a
Crossroads Shareholder vote is held and the Article Amendment Resolution is not approved by the requisite majorities of Crossroads
Shareholders (other than as a result of a breach of the Crossroads Support Agreements).
Effect of the Arrangement
Details of the Arrangement
Arrangement Steps
Commencing at the Effective Time of the Arrangement, each of the events set out below shall occur and shall be deemed to occur in
the following order without any further act or formality except as otherwise provided in the Plan of Arrangement:
(a)

the Class A Shares and/or Class B Shares held by Dissenting Crossroads Shareholders shall be deemed to have been
transferred to Crossroads (free and clear of any and all liens, claims and encumbrances) and shall be immediately cancelled
and cease to be outstanding, and such Dissenting Crossroads Shareholders shall cease to have any rights as Class A
Shareholders and/or Class B Shareholders other than the right to be paid the fair value of their Class A Shares and/or Class
B Shares in accordance with Article 4 of the Plan of Arrangement;

(b)

all of the issued and outstanding Class A Shares (for greater certainty, other than those Class A Shares (if any) previously
transferred to Crossroads by Dissenting Crossroads Shareholders pursuant to Subsection 3.1(a) of the Plan of Arrangement
and immediately cancelled by Crossroads) shall be transferred by such shareholders to, and acquired by, DOF (free and
clear of any and all liens, claims and encumbrances), in exchange for a cash payment of $1.00 per Class A Share, less
applicable withholdings;

(c)

all of the issued and outstanding Class B Shares (for greater certainty, other than those Class B Shares (if any) previously
transferred to Crossroads by Dissenting Crossroads Shareholders pursuant to the Plan of Arrangement and immediately
cancelled by Crossroads) shall be transferred by such Class B Shareholders to, and acquired by, DOF (free and clear of any
and all liens, claims and encumbrances), in exchange for, subject to adjustment herein and the rounding provisions hereof,
at the election (or deemed election) of the Class B Shareholders:
(i)

the Cash Consideration, in the amount equal to the Cash Consideration Exchange Ratio, as the same may be
adjusted by the Adjusted Exchange Ratio, for every one (1) Class B Share, up to the Maximum Cash Consideration,
subject to pro-rationing set forth in Section 3.1(d) of the Plan of Arrangement; or

(ii)

DOF Units and DOF Warrants, in the amount equal to the Equity Exchange Ratio, as the case may be adjusted by
the Adjusted Exchange Ratio, for every one (1) Class B Share;
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(d)

if immediately prior to the Effective Time:
(i)

the aggregate amount of cash payable to Class B Shareholders who choose the Cash Consideration exceeds the
Maximum Cash Consideration in respect of the Class B Shares to be exchanged at the Effective Time, there will be
pro-rationing among such Class B Shareholders such that each Class B Shareholder that validly deposited Class B
Shares at or before the Election Deadline and chose Cash Consideration:
(A)

(ii)

shall be deemed for all purposes to have elected to receive the aggregate Cash Consideration equal to
the aggregate amount of Cash Consideration sought by such Class B Shareholder in respect of its Class
B Shares multiplied by a fraction, the numerator of which is the Maximum Cash Consideration and the
denominator of which is the aggregate Cash Consideration sought to be received by Class B
Shareholders that validly deposited Class B Shares at or before the Election Deadline and choose the
Cash Consideration in respect of all of their Class B Shares, and further and subject to Subsection
3.1(d)(ii) in the Plan of Arrangement, such Class B Shareholder shall receive DOF Preferred Units, in
the amount equal to the DOF Preferred Unit Exchange Ratio, as the same may be adjusted by the
Adjusted Exchange Ratio, for every remaining (1) Class B Share (the "Preferred Unit Consideration")
held by such holder, up to a maximum of 4,000,000 DOF Preferred Units (the "Preferred Unit
Maximum") for which and but for Section 3.1(d) of the Plan of Arrangement such holder would have
received Cash Consideration; and

notwithstanding Subsection 3.1(d)(i)I of the Plan of Arrangement and to the extent that the aggregate number of
DOF Preferred Units issuable to Class B Shareholders who have chosen Cash Consideration but who were deemed
to have chosen the Preferred Unit Consideration pursuant to Subsection 3.1(d)(i)I of the Plan of Arrangement,
exceeds the Preferred Unit Maximum in respect of the Class B Shares to be exchanged at the Effective Time, there
shall be pro-rationing such that each Class B Shareholder that validly deposited Class B Shares at or before the
Election Deadline and was deemed to chosen Preferred Unit Consideration:
(A)

shall be deemed for all purposes to have elected to receive the number of DOF Preferred Units equal to
the aggregate number of DOF Preferred Units deemed to be elected by such Class B Shareholder in
respect of its Class B Shares pursuant to Subsection 3.1(d)(i)I of the Plan of Arrangement, multiplied by
a fraction, the numerator of which is the Preferred Unit Maximum and the denominator of which is the
aggregate number of DOF Preferred Units deemed to have been elected by Class B Shareholders that
validly deposited Class B Shares at or before the Election Deadline pursuant to Subsection 3.1(d)(i)I of
the Plan of Arrangement, and further, such Class B Shareholder shall receive Equity Consideration for
the remainder of such holder's Class B Shares for which and but for Subsection 3.1(d)(i)I of the Plan of
Arrangement such holder would have received Preferred Unit Consideration;

(e)

any Non-Depositing Shareholder shall be deemed to have elected to receive Equity Consideration; and

(f)

the Cash Consideration Exchange Ratio, the DOF Preferred Unit Exchange Ratio and the Equity Exchange Ratio shall be
adjusted by the Adjusted Exchange Ratio (if any).

The Arrangement Agreement
The Arrangement is being effected pursuant to the Arrangement Agreement. The Arrangement Agreement contains covenants,
representations and warranties of and from each of Crossroads and the Durum Parties and various conditions precedent, both mutual
and with respect to each Party.
The following is a summary only of certain terms of the Arrangement Agreement. Crossroads Shareholders are urged to read the
Arrangement Agreement including the Plan of Arrangement in its entirety. A copy of the Arrangement Agreement is attached as
Appendix B to this Information Circular and the Plan of Arrangement is attached to the Arrangement Agreement as Exhibit "A".
Representations and Warranties
The Durum Parties and Crossroads made certain customary representations and warranties related to their due organization and
qualification and authorization to enter into the Arrangement Agreement and to carry out their respective obligations thereunder and
as to the execution and delivery of the Arrangement Agreement and the consummation thereof. In addition, the Durum Parties and
Crossroads have each made certain representations and warranties particular to such Party. The representations and warranties are,
in some cases, subject to specified exceptions and qualifications.
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Mutual Covenants
Crossroads and the Durum Parties have each given certain mutual covenants, including a mutual covenant to use their respective
reasonable commercial efforts to satisfy (or cause the satisfaction of) the conditions precedent to their respective obligations under the
Arrangement Agreement and to take, or cause to be taken, all other action and to do, or cause to be done, all other things necessary,
proper or advisable under Applicable Laws to complete the Arrangement, including, without limitation, using reasonable commercial
efforts to: (i) obtain all necessary waivers, consents and approvals required to be obtained by such Party from other parties to loan
agreements, leases and other contracts; (ii) obtain all necessary consents, assignments, waivers and amendments to or terminations
of any instruments and take such measures as may be appropriate to fulfill its obligations hereunder and to carry out the transactions
contemplated by the Arrangement Agreement; (iii) effect all necessary registrations and filings and submissions of information
requested by Governmental Entities or required to be effected by the Party in connection with the Arrangement, and to obtain all
necessary consents, waivers and approvals required to be obtained by it in connection with the Arrangement, and each of DOF and
Crossroads will use its reasonable commercial efforts to cooperate with the other in connection with the performance by the other of
their obligations under Section 3.3 of the Arrangement Agreement including, without limitation, assisting with the preparation and filing
of any applications and continuing to provide reasonable access to information and to maintain ongoing communications as between
officers of DCI and Crossroads, subject in all cases to the Confidentiality Agreement; and (iv) cause the mailing of this Information
Circular to the Crossroads Shareholders to occur no later than March 15, 2022 (unless further extended by mutual agreement of the
Parties in writing).
Covenants of DOF
DOF has given in favour of Crossroads certain covenants, including amongst others, a covenant to conduct its business only in the
usual and ordinary course consistent with past practice, not to amend its constating documents (other than in relation to the transactions
contemplated by the Arrangement), declare or pay any dividends or distributions, promptly advise Crossroads of any material change
in the business of DOF and to use reasonable commercial efforts in obtaining third party consents in respect of the Arrangement and
in satisfying the conditions to the Arrangement within the control of DOF.
Covenants of Crossroads
Crossroads has given in favour of DOF certain covenants, including amongst others, a covenant to conduct its business only in the
usual and ordinary course consistent with past practice; not to amend its constating documents (other than in relation to the Article
Amendment which shall only be effective on the termination of the Arrangement Agreement); and covenants not to undertake certain
actions outside of the ordinary course of business and to comply with certain restrictions on its interim operation.
Non-Solicitation by Crossroads
Crossroads has provided certain non-solicitation covenants in favour of the Durum Parties as follows:
(a)

Crossroads shall immediately cease and cause to be terminated all existing discussions and negotiations (including, without
limitation, through any advisors or other parties on its behalf), if any, with any parties conducted before the date of the
Arrangement Agreement with respect to any Acquisition Proposal and shall immediately request the return or destruction of
all information provided to any third parties who have entered into a confidentiality agreement with Crossroads relating to an
Acquisition Proposal and shall use all reasonable commercial efforts to ensure that such requests are honoured.

(b)

Crossroads shall not, directly or indirectly, do or authorize or permit any of its officers, directors or employees or any financial
advisor, expert or other representative retained by it to do, any of the following:
(i)

solicit, knowingly facilitate, initiate or encourage any Acquisition Proposal;

(ii)

enter into or participate in any discussions or negotiations regarding an Acquisition Proposal, or furnish to any
other Person any information with respect to its businesses, properties, operations, prospects or conditions
(financial or otherwise) in connection with an Acquisition Proposal or otherwise cooperate in any way with, or assist
or participate in, facilitate or encourage, any effort or attempt of any other Person to do or seek to do any of the
foregoing;

(iii)

waive, or otherwise forbear in the enforcement of, or enter into or participate in any discussions, negotiations or
agreements to waive or otherwise forbear in respect of, any rights or other benefits under confidential information
agreements, including, without limitation, any "standstill provisions" thereunder; or
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(iv)

accept, recommend, approve or enter into an agreement (other than any confidentiality agreement contemplated
in Section 3.4(b)(v) of the Arrangement Agreement) to implement an Acquisition Proposal;
provided, however, that notwithstanding any other provision of Section 3.4 of the Arrangement Agreement,
Crossroads and its officers, directors and advisors may:

(v)

(c)

enter into or participate in any discussions or negotiations with a third party who (without any solicitation, initiation
or encouragement, directly or indirectly, after the date of the Arrangement Agreement, or any other breach of
Section 3.4 of the Arrangement Agreement, by Crossroads or any of its officers, directors or employees or any
financial advisor, expert or other representative retained by it) seeks to initiate such discussions or negotiations
and, subject to execution of a confidentiality and standstill agreement substantially similar to the Confidentiality
Agreement (provided that such confidentiality agreement shall provide for disclosure thereof (along with all
information provided thereunder) to the Durum Parties as set out below), may furnish to such third party information
concerning Crossroads and its business, properties and assets, in each case if, and only to the extent that:
(A)

the third party has first made a written bona fide Acquisition Proposal which the Crossroads Board of
Directors determines in good faith: (1) that funds or other consideration necessary for the consummation
of such Acquisition Proposal are available or that adequate financing arrangements will be in place to
ensure that the third party will have the funds necessary for the consummation of the Acquisition
Proposal; (2) (after consultation with its financial advisor) would, if consummated in accordance with its
terms, result in a transaction financially superior for Crossroads Shareholders than the transaction
contemplated by the Arrangement Agreement; (3) is reasonably capable of completion in accordance
with its terms taking into account all legal, financial, regulatory and other aspects of such Acquisition
Proposal; and (4) after receiving the advice of outside counsel as reflected in minutes of the Crossroads
Board of Directors, that the taking of such action is necessary for the Crossroads Board of Directors in
discharge of its fiduciary duties under Applicable Laws (a "Superior Proposal"); and

(B)

prior to furnishing such information to or entering into or participating in any such discussions or
negotiations with such third party, Crossroads provides prompt notice to the Durum Parties to the effect
that it is furnishing information to or entering into or participating in discussions or negotiations with such
Person together with a copy of the confidentiality agreement referenced above and, if not previously
provided to the Durum Parties, copies of all information provided to such third party concurrently with the
provision of such information to such third party, and provided further that Crossroads shall notify the
Durum Parties orally as soon as practicable and in writing within twenty four (24) hours of the receipt
thereof, of any inquiries, offers or proposals with respect to a Superior Proposal (which written notice
shall include, without limitation, a copy of any such proposal (and any amendments or supplements
thereto), the identity of the Person making it, copies of all information provided to such Party (if not
previously provided to the Durum Parties), and all other information reasonably requested by the Durum
Parties), and Crossroads shall keep the Durum Parties informed of the status and details of any such
inquiry, offer or proposal and answer the Durum Parties' questions with respect thereto;

(vi)

comply with NI 62-104 and similar provisions under Applicable Canadian Securities Laws relating to the provision
of directors' circulars and make appropriate disclosure with respect thereto to its securityholders; and

(vii)

accept, recommend, approve or enter into an agreement to implement a Superior Proposal from a third party, but
only if prior to such acceptance, recommendation, approval or implementation, the Crossroads Board of Directors
shall have concluded in good faith, after considering all proposals to adjust the terms and conditions of the
Arrangement Agreement as contemplated by Section 3.4(c) of the Arrangement Agreement and after receiving the
written advice of outside counsel as reflected in minutes of the Crossroads Board of Directors, that the taking of
such action is necessary for the Crossroads Board of Directors in discharge of its fiduciary duties under Applicable
Laws and Crossroads complies with its obligations set forth in Section 3.4(c) of the Arrangement Agreement and
terminates the Arrangement Agreement in accordance with Section 8.1(d) of the Arrangement Agreement and
concurrently therewith pays the amount required by Section 6.1 of the Arrangement Agreement to DOF.
Crossroads shall give the Durum Parties, orally and in writing, a period ending on the later of (i) seventy two (72) hours from
the time such notice is provided by Crossroads to the Durum Parties, and (ii) 5:00 p.m. (Calgary time) on the second Business
Day following the date on which such notice is provided (such applicable time period, or such longer period as may be
provided by Crossroads, is referred to as the "Notice Period"), of any decision by the Crossroads Board of Directors to
accept, recommend, approve or enter into an agreement to implement a Superior Proposal, which notice shall confirm that
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the Crossroads Board of Directors has determined that such Acquisition Proposal constitutes a Superior Proposal, shall
identify the third party making the Superior Proposal, and shall include a true and complete copy of such Superior Proposal
and any amendments thereto. During such Notice Period, Crossroads agrees not to accept, recommend, approve or enter
into any agreement to implement such Superior Proposal and not to release the party making the Superior Proposal from
any standstill provisions and shall not withdraw, redefine, modify or change its recommendation in respect of the
Arrangement. In addition, during such Notice Period Crossroads shall, and shall cause its financial and legal advisors to,
negotiate in good faith with DOF and its financial and legal advisors to make such adjustments in the terms and conditions
of the Arrangement Agreement and the Arrangement as would enable Crossroads to proceed with the Arrangement as
amended rather than the Superior Proposal. In the event either of the Durum Parties proposes to amend the Arrangement
Agreement and the Arrangement to provide Crossroads Shareholders with a value per Crossroads Share equal to or having
a value greater than the value per Crossroads Share provided in the Superior Proposal and so advises the Crossroads Board
of Directors prior to the expiry of such Notice Period, the Crossroads Board of Directors shall not accept, recommend,
approve or enter into any agreement to implement such Superior Proposal, shall not release the party making the Superior
Proposal from any standstill provisions and shall not withdraw, redefine, modify or change its recommendation in respect of
the Arrangement, and Crossroads shall enter into an amended version of the Arrangement Agreement with the Durum Parties
to give effect to such amendment.
(d)

Crossroads and DCI agree that all information that may be provided to DCI by Crossroads with respect to any Superior
Proposal pursuant to Section 3.4 of the Arrangement Agreement shall be treated as if it were "Confidential Information" as
that term is defined in the Confidentiality Agreement and shall not be disclosed or used except in accordance with the
provisions of the Confidentiality Agreement or in order to enforce its rights under the Arrangement Agreement in legal
proceedings.

(e)

Each Party shall ensure that its officers, directors and employees and any investment bankers or other advisors or
representatives retained by it are aware of the provisions of Section 3.4 of the Arrangement Agreement applicable to such
Party. Each Party shall be responsible for any breach of Section 3.4 of the Arrangement Agreement by such Party's officers,
directors, employees, investment bankers, advisers or representatives.

Covenants Regarding Closing Date Net Working Capital and Direct Expenses
Each of Crossroads and the Durum Parties have agreed to work in good faith to determine the amount of the Closing Date Net Working
Capital and Direct Expenses for the twelve (12)-month period prior to the Effective Date, on or before the date that is five (5) Business
Days prior to the expected Effective Date. If the Parties fail to agree on the amount of the Closing Date Net Working Capital and Direct
Expenses for the twelve (12)-month period prior to the Effective Date, the Parties have agreed to retain MNP LLP or BDO Canada
LLP, as to determine the same. An illustrative calculation of Closing Date Net Working Capital and Direct Expenses calculation is set
forth in Exhibit "E" to the Arrangement Agreement.
Conditions of Closing
Mutual Conditions
The respective obligations of the Parties to consummate the transactions contemplated by the Arrangement Agreement, and in
particular the Arrangement, are subject to the satisfaction, on or before the Effective Date or such other time specified, of the following
conditions:
(a)

the Arrangement Resolution shall have been passed by the Crossroads Shareholders on or prior to the Outside Date in
accordance with the Interim Order and in form and substance satisfactory to each of DOF and Crossroads, acting reasonably;

(b)

holders of not greater than five percent (5.0%) of the outstanding Class B Shares shall have validly exercised rights of dissent
in respect of the Arrangement that have not been withdrawn as of the Effective Date;

(c)

on or prior to the Outside Date, the Final Order shall have been granted in form and substance satisfactory to DOF and
Crossroads, acting reasonably;

(d)

the Articles of Arrangement to be filed with the Registrar in accordance with the Arrangement shall be in form and substance
satisfactory to each of DOF and Crossroads, acting reasonably;

(e)

the Arrangement shall have become effective on or prior to the Outside Date;
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(f)

all required regulatory, governmental and third party approvals and consents in respect of the completion of the Arrangement
shall have been obtained on terms and conditions satisfactory to DOF and Crossroads, each acting reasonably;

(g)

no act, action, suit, proceeding, objection or opposition shall have been threatened or taken before or by any domestic or
foreign court, tribunal or Governmental Entity or other regulatory or administrative agency or commission by any elected or
appointed public official or private person in Canada or elsewhere, whether or not having the force of Law, and no Law,
regulation, policy, judgment, decision, order, ruling or directive (whether or not having the force of Law) shall have been
proposed, enacted, promulgated, amended or applied, which in the sole judgment of DOF or Crossroads (as applicable),
acting reasonably, in either case has had or, if the Arrangement was consummated, would result in a Material Adverse
Change in the affairs, operations or business of Crossroads or DOF, respectively, or would have a material adverse effect
on the ability of the Parties to complete the Arrangement; and

(h)

the amount of the Closing Date Net Working Capital and the amount that the Direct Expenses for the twelve (12)-month
period prior to the Effective Date exceed the Direct Expenses for the twelve (12)-month period prior to December 31, 2020
by more than $100,000, if any, shall have been determined in accordance with Section 3.5 of the Arrangement Agreement.

The foregoing conditions are for the mutual benefit of Crossroads and DOF and may be asserted by Crossroads and DOF regardless
of the circumstances and may be waived by Crossroads and DOF (with respect to such Party) in their sole discretion, in whole or in
part, at any time and from time to time without prejudice to any other rights which Crossroads or DOF may have.
Additional Conditions in Favour of the Durum Parties
The Arrangement Agreement provides that the obligations of the Durum Parties to complete the Arrangement are subject to the
satisfaction, on or before the Effective Date or such other time specified, of the following conditions:
(a)

Crossroads shall have furnished DOF with:
(i)

certified copies of the resolutions duly passed by the Crossroads Board of Directors approving the Arrangement
Agreement and the consummation of the transactions contemplated therein; and

(ii)

certified copies of the resolutions of Crossroads Shareholders duly passed at the Crossroads Meeting, approving
the Arrangement Resolution;

(b)

the representations and warranties made by Crossroads in the Arrangement Agreement shall be true and correct as of the
Effective Date as if made on and as of such date (except to the extent such representations and warranties speak as of an
earlier date or except as affected by transactions contemplated or permitted by the Arrangement Agreement), except where
the failure of such representations and warranties to be true and correct, individually or in the aggregate, would not result or
would not reasonably be expected to result in a Material Adverse Change in respect of Crossroads (and, for this purpose,
any reference to "material", "Material Adverse Effect" or other concepts of materiality in such representations and warranties
shall be ignored) or would not, or would not reasonably be expected to, materially impede completion of the Arrangement,
and Crossroads shall have provided to DOF a certificate of two (2) senior officers certifying such accuracy on the Effective
Date; provided that Crossroads shall be entitled to cure any breach of a representation and warranty within five (5) Business
Days after receipt of written notice thereof from DOF;

(c)

no Material Adverse Change shall occur with respect to Crossroads from and after the date of the Arrangement Agreement
and prior to the Effective Date;

(d)

Crossroads shall have complied in all material respects with its covenants and obligations in the Arrangement Agreement,
except where the failure to comply in all material respects with its covenants and obligations, individually or in the aggregate,
would not result or would not reasonably be expected to result in a Material Adverse Change in respect of Crossroads or
would not, or would not reasonably be expected to, materially impede completion of the Arrangement, and Crossroads shall
have provided to DOF a certificate of two (2) senior officers certifying compliance with such covenants and obligations;

(e)

immediately prior to the Effective Time: (A) the aggregate number of Class A Shares and Class B Shares of Crossroads
issued and outstanding shall not exceed 1,000 and 38,339,437, respectively; (B) there shall be no other shares or other
securities in the capital of Crossroads outstanding; and (C) no person shall have any agreement or option or any right or
privilege (whether by law, pre-emptive right, by contract or otherwise) capable of becoming an agreement or option for the
purchase, subscription, allotment or issuance of any unissued Crossroads Shares or other equity interests in Crossroads;
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(f)

the Durum Parties shall have received resignations and releases, in form satisfactory to Durum Parties, each acting
reasonably, from the directors and, if applicable, officers of Crossroads (to be received in consideration for the Durum Parties
and Crossroads providing industry-standard releases to each of such persons), which releases shall contain exceptions for
amounts or obligations owing to such directors or officers pursuant to indemnity or directors' and officers' insurance
arrangements;

(g)

all currently outstanding lawsuits against or on behalf of Crossroads and/or any of its current and former directors shall have
been settled, revoked or withdrawn; and

(h)

the Durum Parties shall be satisfied, acting reasonably, that the issuance of the DOF Units issuable to Crossroads
Shareholders pursuant to the Arrangement will not require registration under the U.S. Securities Act, in reliance on Section
3(a)(10) of the U.S. Securities Act, or any state securities laws.

The conditions in Section 5.2 of the Arrangement Agreement are for the exclusive benefit of the Durum Parties and may be asserted
by the Durum Parties regardless of the circumstances or may be waived by the Durum Parties in their sole discretion, in whole or in
part, at any time and from time to time without prejudice to any other rights which the Durum Parties may have.
Additional Conditions in Favour of Crossroads
The Arrangement Agreement provides that the obligation of Crossroads to complete the Arrangement is subject to the following
conditions, each of which is for the benefit of Crossroads and may be waived by it:
(a)

DOF shall have furnished Crossroads with certified copies of the resolutions duly passed by the DOF Board of Directors
approving the Arrangement Agreement and the consummation of the transactions contemplated therein;

(b)

the representations and warranties made by DOF in the Arrangement Agreement shall be true and correct as of the Effective
Date as if made on and as of such date (except to the extent such representations and warranties speak as of an earlier
date or except as affected by transactions contemplated or permitted by the Arrangement Agreement), except where the
failure of such representations and warranties to be true and correct, individually or in the aggregate, would not result or
would not reasonably be expected to result in a Material Adverse Change in respect of DOF (and, for this purpose, any
reference to "material", "Material Adverse Effect" or other concepts of materiality in such representations and warranties shall
be ignored) or would not, or would not reasonably be expected to, materially impede completion of the Arrangement, and
DOF shall have provided to Crossroads a certificate of two (2) senior officers certifying such accuracy on the Effective Date;

(c)

no Material Adverse Change shall occur with respect to DOF from and after the date of the Arrangement Agreement and
prior to the Effective Date;

(d)

DOF shall have complied in all material respects with its covenants and obligations in the Arrangement Agreement, except
where the failure to comply in all material respects with its covenants and obligations, individually or in the aggregate, would
not result or would not reasonably be expected to result in a Material Adverse Change in respect of DOF or would not, or
would not reasonably be expected to, materially impede completion of the Arrangement, and DOF shall have provided to
Crossroads a certificate of two (2) senior officers certifying compliance with such covenants and obligations;

(e)

DOF shall have, on or prior to the Effective Date:
(i)

provided to the Depositary the Cash Consideration payable pursuant to the Arrangement and the additional cash
amounts to acquire all Class A Shares; and

(ii)

provided to the Depositary an irrevocable direction authorizing and directing the Depositary to deliver the Cash
Consideration and the additional cash amounts to acquire all Class A Shares and issue the DOF Units, DOF
Warrants and DOF Preferred Units, as the case may be, issuable under the Arrangement to the Crossroads
Shareholders in accordance with the terms of the Arrangement;

(f)

DOF and the warrant agent appointed thereunder shall have entered into the DOF Warrant Indenture; and

(g)

DOF shall have taken all actions and proceedings under the DOF Declaration of Trust or otherwise required to authorize the
creation and issuance of the DOF Preferred Units.
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The conditions in Section 5.3 of the Arrangement Agreement are for the exclusive benefit of Crossroads and may be asserted by
Crossroads regardless of the circumstances or may be waived by Crossroads in its sole discretion, in whole or in part, at any time and
from time to time without prejudice to any other rights which Crossroads may have.
Termination of Arrangement Agreement
The Arrangement Agreement may be terminated at any time prior to the Effective Date:
(a)

by mutual written consent of DOF and Crossroads;

(b)

as provided in Section 5.4(b) of the Arrangement Agreement;

(c)

by DOF upon the occurrence of a DOF Damages Event as provided in Section 6.1 of the Arrangement Agreement; and

(d)

by Crossroads upon the occurrence of a DOF Damages Event as provided in Section 6.1(c) of the Arrangement Agreement
(carried out in accordance with Section 3.4(b)(vii) of the Arrangement Agreement and provided Crossroads has complied
with its obligations set forth in Section 3.4(c) of the Arrangement Agreement) and the payment by Crossroads to DOF of the
amount required by Section 6.1 of the Arrangement Agreement.

In the event of the termination of the Arrangement Agreement in the circumstances set out in paragraphs (a) through (d) above, the
Arrangement Agreement shall forthwith become void and neither Party shall have any liability or further obligation to the Other Party
hereunder, except with respect to the obligations set forth in Article 6 and Section 4.3 of the Arrangement Agreement and each Party's
obligations in the Confidentiality Agreement which shall survive such termination.
DOF Damages Event
If at any time after the execution of the Arrangement Agreement and prior to its termination:
(a)

the Crossroads Board of Directors has withdrawn or changed any of its recommendations or determinations referred to in
Section 3.2(i) of the Arrangement Agreement and Section 4.2(ff) of the Arrangement Agreement in a manner adverse to
DOF or shall have resolved to do so prior to the Effective Date;

(b)

a bona fide Acquisition Proposal is publicly announced, proposed, offered or made to the Crossroads Shareholders or to
Crossroads and the Crossroads Shareholders do not approve the Arrangement or the Arrangement is not submitted for their
approval, and (whether prior to or following the termination of the Arrangement Agreement) such Acquisition Proposal is
consummated within nine (9) months of the date the such Acquisition Proposal is publicly announced, proposed, offered or
made; or

(c)

Crossroads accepts, recommends, approves or enters into an agreement to implement a Superior Proposal,

(each of the above being a "DOF Damages Event"), then in the event of the termination of the Arrangement Agreement pursuant to
Section 8.1 thereof, Crossroads shall pay to DOF $600,000 as liquidated damages in immediately available funds to an account
designated by DOF within one (1) Business Day after the first to occur of the events described above, and after such event but prior
to payment of such amount, Crossroads shall be deemed to hold such funds in trust for DOF. Crossroads shall only be obligated to
make one payment pursuant to Section 6.1 of the Arrangement Agreement.
Amendment
The Arrangement Agreement (excluding the Plan of Arrangement) may at any time and from time to time before or after the holding of
the Crossroads Meeting be amended by written agreement of the Parties thereto without, subject to Applicable Law, further notice to
or authorization on the part of the Crossroads Shareholders and any such amendment may, without limitation:
(a)

change the time for performance of any of the obligations or acts of the Parties;

(b)

waive any inaccuracies or modify any representation or warranty contained in the Arrangement Agreement or in any
document delivered pursuant thereto;
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(c)

waive compliance with or modify any of the covenants contained in the Arrangement Agreement and waive or modify
performance of any of the obligations of the Parties; or

(d)

waive compliance with or modify any other conditions precedent contained in the Arrangement Agreement,

provided that no such amendment which is agreed to after the Parties are granted the Interim Order by the Court may reduce or have
a Material Adverse Effect on the consideration to be received by Crossroads Shareholders without approval by the Crossroads
Shareholders given in the same manner as required for the approval of the Arrangement or as may be ordered by the Court.
The Arrangement Agreement also provides that the Parties may by mutual agreement amend the Plan of Arrangement at any time
and from time to time prior to the Effective Time, provided that each such amendment must be: (i) set out in writing; (ii) filed with the
Court and, if made following the Crossroads Meeting, approved by the Court; and (iii) communicated to Crossroads Shareholders, if
and as required by the Court.
The Arrangement Agreement further provides that other than as may be required under the Interim Order, any amendment to the Plan
of Arrangement may be proposed by Crossroads or DOF at any time prior to or at the Crossroads Meeting (provided that the Other
Party shall have consented thereto) with or without any other prior notice or communication, and if so proposed and accepted by the
Persons voting at the Crossroads Meeting, shall become part of the Plan of Arrangement for all purposes. Any amendment to the Plan
of Arrangement that is approved by the Court following the Crossroads Meeting shall be effective only if it is consented to by each of
the Parties. Any amendment to the Plan of Arrangement may be made following the Effective Time by Crossroads or either of the
Durum Parties, provided that it is not adverse to the financial or economic interests of any former holder of Crossroads Shares.
Procedure for the Arrangement Becoming Effective
The Arrangement is proposed to be carried out pursuant to Section 193 of the ABCA. The following procedural steps must be taken
for the Arrangement to become effective:
(a)

the Arrangement Resolution must be approved by the Crossroads Shareholders voting at the Crossroads Meeting;

(b)

the Arrangement must be approved by the Court pursuant to the Final Order;

(c)

all conditions precedent to the Arrangement, including those set forth in the Arrangement Agreement, must be satisfied or
waived by the appropriate Parties; and

(d)

the Final Order, Crossroads Articles of Arrangement and related documents, in the form prescribed by the ABCA, must be
filed with the Registrar and the Certificate must be issued by the Registrar.

Crossroads Shareholder Approval
Pursuant to the Interim Order, the number of votes required to approve the Arrangement Resolution shall be not less than sixty-six and
two-thirds percent (66⅔%) of the votes cast by Class A Shareholders and the Class B Shareholders, voting as a single class, either
in person or by proxy at the Crossroads Meeting. See General Proxy Matters – Procedure and Votes Required.
Court Approvals
Interim Order
On February 16, 2022 the Court granted the Interim Order facilitating the calling of the Crossroads Meeting and prescribing the conduct
of the Crossroads Meeting. The Interim Order is attached as Appendix C to this Information Circular.
Final Order
The ABCA provides that a plan of arrangement requires Court approval. Subject to the terms of the Arrangement Agreement, and if
the Arrangement Resolution is approved by Crossroads Shareholders at the Crossroads Meeting, in the manner required by the Interim
Order, Crossroads will make application to the Court for the Final Order.
The application for the Final Order approving the Arrangement is scheduled to be heard by video conference on Thursday April 7,
2022 at 3:30 p.m. (Calgary time), or as soon thereafter as counsel may be heard, at the Calgary Courts Centre, 601 – 5th Street S.W.,
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Calgary, Alberta. At the hearing, any Crossroads Shareholder and any other interested party who wishes to participate or to be
represented or to present evidence or argument may do so, subject to filing with the Court and serving upon Crossroads a Notice of
Intention to Appear including the interested party's address for service (or alternatively, a facsimile number for service by facsimile or
an email address for service by electronic mail), together with any evidence or materials which such party intends to present to the
Court on or before 4:00 p.m. (Calgary time) on the day that is two (2) Business Days immediately preceding the date of the
Crossroads Meeting (being April 4, 2022 if the Crossroads Meeting is to be held on April 6, 2022). Service of such notice shall
be effected by service upon the solicitors for Crossroads, c/o Burnet, Duckworth & Palmer LLP, 2400, 525 - 8th Avenue S.W.,
Calgary, Alberta T2P 1G1, Attention: Joanne Luu. See the Notice of Application included in this Information Circular.
The DOF Securities to be issued to Crossroads Shareholders in exchange for their Crossroads Shares, as applicable,
pursuant to the Arrangement will not be registered under the U.S. Securities Act, and will be issued in reliance upon the
exemption from the registration requirements of the U.S. Securities Act provided by Section 3(a)(10) thereof. The Court has
been advised that if the terms and conditions of the Arrangement are approved by the Court, such securities issued pursuant
to the Arrangement will not require registration under the U.S. Securities Act. Section 3(a)(10) of the U.S. Securities Act does
not however exempt the issuance of securities upon the exercise or conversion of securities that were issued pursuant to
Section 3(a)(10). See Securities Laws Matters – United States.
Crossroads has been advised by its counsel, Burnet, Duckworth & Palmer LLP, that the Court has broad discretion under the ABCA
when making orders with respect to plans of arrangement and that the Court will consider, among other things, the fairness and
reasonableness of the Arrangement, both from a substantive and a procedural point of view. The Court may approve the Arrangement
either as proposed or as amended in any manner the Court may direct, subject to compliance with such terms and conditions, if any,
as the Court thinks fit. Depending upon the nature of any required amendments, DOF and Crossroads may determine not to proceed
with the Arrangement.
Timing
If the Crossroads Meeting is held as scheduled and is not adjourned and the other necessary conditions at that point in time are
satisfied or waived, Crossroads will apply for the Final Order approving the Arrangement. If the Final Order is obtained on April 7, 2022
in form and substance satisfactory to DOF and Crossroads, and all other conditions set forth in the Arrangement Agreement are
satisfied or waived, DOF and Crossroads expect the Effective Date will be on or about April 8, 2022. It is not possible, however, to
state with certainty when the Effective Date will occur. The Effective Date could be delayed for a number of reasons, including an
objection before the Court at the hearing of the application for the Final Order on April 7, 2022.
The Arrangement will become effective upon the filing with the Registrar of the Articles of Arrangement and a copy of the Final Order,
together with such other materials as may be required by the Registrar.
Procedure for Exchange of Crossroads Shares
Following receipt by the Depositary of a duly completed Letter of Transmittal, together with the Crossroads Shareholder's certificates
representing the holder's Crossroads Shares (unless the certificate(s) are in the custody of Crossroads) and such other documents as
may be required thereby, the Depositary will forward by first class mail (postage prepaid) or hold for pick-up of the cheques, the
certificate(s) representing the DOF Warrants, or the DRS Advices representing the DOF Units and DOF Preferred Units (as applicable)
to which the holder is entitled pursuant to the Plan of Arrangement in accordance with the instructions provided by the holder in the
Letter of Transmittal. Physical certificates for DOF Warrants will be issued pursuant to the Arrangement, however physical certificates
for DOF Units and DOF Preferred Units will not be issued pursuant to the Arrangement. Instead former Class B Shareholders who
elect or are deemed to elect to receive DOF Units and/or DOF Preferred Units will receive DRS Advice(s) which will represent the total
number of DOF Units and/or DOF Preferred Units such holder is entitled to receive pursuant to the Arrangement. Holders that
subsequently wish to receive a certificate for their DOF Units and/or DOF Preferred Units in exchange for the applicable DRS Advice
should follow the instructions provided on the applicable DRS Advice.
Class B Shareholders who: (i) do not deposit with the depositary under the Arrangement a duly completed Letter of
Transmittal prior to the Election Deadline; (ii) properly exercise dissent rights but are not ultimately entitled for any reason
to be paid the fair value for their Class B Shares by Crossroads and are deemed to have participated in the Arrangement on
the same basis as non-Dissenting Crossroads Shareholders; or (iii) otherwise fail to comply with the election requirements
set forth in the Arrangement and the Letter of Transmittal, shall be deemed to have elected to receive Equity Consideration.
If you are a Beneficial Shareholder and your Crossroads Shares are registered in the name of a broker, dealer, bank, trust
company or other nominee you must contact your nominee to exchange your Crossroads Shares pursuant to the
Arrangement.
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If your certificate representing your Crossroads Shares has been lost or destroyed, the Letter of Transmittal should be completed as
fully as possible and forwarded, together with a letter describing the loss, to the Depositary. The Depositary will forward such letter to
Crossroads so that Crossroads may provide replacement instructions. The replacement certificate must be received by the Depositary
prior to issuing the DOF Securities or cheque representing the Cash Consideration.
The use of the mail to transmit certificates representing Crossroads Shares and the Letter of Transmittal is at each holder's risk.
Crossroads recommends that such certificates and documents be delivered by hand to the Depositary and a receipt therefor be
obtained or that registered mail be used.
If you believe that the certificate(s) representing your Crossroads' Shares are held by Crossroads, the Letter of Transmittal should be
completed as fully as possible and delivered to the Depositary without delay. The physical certificate(s) in Crossroads' custody will be
sent to the Depositary and matched to Letters of Transmittal as they are received. If you wish to contact the Depositary to confirm
custody of the certificate representing your Crossroads Shares, please contact Olympia Trust Company at
cssinquiries@olympiatrust.com.
If the Letter of Transmittal is executed by a Person other than the registered owner(s) of the Crossroads Shares being deposited or if
the certificate representing the applicable DOF Warrants, the DRS Advice representing the applicable DOF Unit and/or DOF Preferred
Units or the cheque representing the cash payment is to be issued to a Person other than such registered owner(s) or sent to an
address other than the address of the registered holder(s) as shown on the register of Crossroads Shareholders maintained by
Crossroads' registrar and transfer agent, the signature on the Letter of Transmittal must be medallion guaranteed by an Eligible
Institution. If the Letter of Transmittal is executed by a Person other than the registered owner(s) of the Crossroads Shares deposited
therewith, and in certain other circumstances as set forth in the Letter of Transmittal, then the certificate(s) representing Crossroads
Shares must be endorsed or be accompanied by an appropriate share transfer power of attorney duly and properly completed by the
registered owner(s). The signature(s) on the endorsement panel or share transfer power of attorney must correspond exactly to the
name(s) of the registered owner(s) as registered or as appearing on the certificate(s) and must be medallion guaranteed by an Eligible
Institution.
No certificates representing fractional DOF Units, DOF Preferred Units or DOF Warrants shall be issued under the Arrangement. In
lieu of any fractional DOF Units, DOF Preferred Units or DOF Warrants, as applicable, each registered holder of Crossroads Shares
otherwise entitled to a fractional interest in DOF Units, DOF Preferred Units or DOF Warrants, as applicable, shall receive the nearest
whole number of DOF Units, DOF Preferred Units or DOF Warrants, as applicable (with fractions equal to exactly 0.5 being rounded
up). In respect of the Cash Consideration, each Crossroads Shareholder entitled to receive Cash Consideration will receive an amount
of cash, rounded to the nearest whole cent (with fractions equal to exactly 0.5 of a cent being rounded up). All Crossroads Shareholders
registered in the name of or beneficially held by such holder or their nominee will be aggregated.
The Plan of Arrangement provides that any certificate formerly representing Crossroads Shares not duly surrendered on or before the
sixth anniversary of the Effective Date shall cease to represent a right or claim by or interest of any kind or nature including the right of
a former holder of Crossroads Shares to receive the consideration for such Crossroads Shares pursuant to the Plan of Arrangement
(and any dividends or other distributions thereon) and shall terminate and be deemed to be surrendered and forfeited to DOF, for no
consideration. In such case, such DOF Securities shall be returned to DOF for cancellation and any cash (including any dividends or
other distributions in respect of such DOF Securities) shall be returned to DOF.
In the event that the Arrangement does not proceed, Crossroads Shares transmitted with a related Letter of Transmittal will be returned
to Crossroads Shareholders at the name and address specified in the Letter of Transmittal by first class mail or, if no name or address
is specified, at such name and such address as is shown on the register maintained by Crossroads registrar and transfer agent.
Notwithstanding the provisions of this Information Circular, the Letter of Transmittal, the Arrangement Agreement or the Plan of
Arrangement, a certificate representing the DOF Warrants or DRS Advice(s) representing DOF Units and/or DOF Preferred Units to
be delivered to Crossroads Shareholders will not be mailed if Crossroads determines that delivery thereof by mail may be delayed.
Persons entitled to such certificate, DRS Advice and other relevant documents which are not mailed for the foregoing reason may take
delivery thereof at the office of the Depositary at which the deposited Crossroads Shares in respect of which a certificate or DRS
Advice(s) are being issued were originally deposited upon application to the Depositary until such time as Crossroads has determined
that delivery by mail will no longer be delayed. Notwithstanding the foregoing, cheques, certificates and/or DRS Advice and other
relevant documents not mailed for the foregoing reason will be conclusively deemed to have been delivered on the first day upon which
they are available for delivery at the office of the Depositary at which the Crossroads Shares were deposited and payment for those
Crossroads Shares shall be deemed to have been immediately made upon such deposit.
Crossroads Shareholders should note that a vote in favor of the Arrangement, by itself, will not entitle a Crossroads Shareholder to the
consideration it may elect under the Arrangement. In order for a Crossroads Shareholder to receive consideration under the

42
Arrangement, the Arrangement must be approved by not less than sixty-six and two-thirds percent (66⅔%) of the votes cast by the
Crossroads Shareholders (voting as a single class) at the Crossroads Meeting and all of the other conditions to closing the
Arrangement, as set forth in the Arrangement Agreement, must be satisfied or waived, and closing of the Arrangement shall have
occurred. Furthermore, as set forth above, registered Crossroads Shareholders are required to complete and return the enclosed
Letter of Transmittal, which, when properly completed and returned together with the certificate(s) representing Crossroads Shares
(unless the certificate(s) are in the custody of Crossroads) and all other required documents, will enable each Crossroads Shareholder
to obtain the consideration that the Crossroads Shareholder is entitled to receive under the Arrangement. The Letter of Transmittal
also requires shareholders to elect the form of consideration they wish to receive pursuant to the Arrangement, and a failure to make
such an election on or before the deadline set forth therein may result in a shareholder not receiving their preferred form of
consideration. Shareholders are strongly encouraged to review the accompanying Information Circular as well as the Letter of
Transmittal and follow the instructions set forth therein.
Rights of Dissent
The following description of the rights of Dissenting Crossroads Shareholders is not a comprehensive statement of the
procedures to be followed by a Dissenting Crossroads Shareholder who seeks payment of the fair value of such holder's
Crossroads Shares and is qualified in its entirety by the reference to the full text of the Interim Order, which is attached to
this Information Circular as Appendix C, and the text of Section 191 of the ABCA, which is attached to this Information
Circular as Appendix G. A Dissenting Crossroads Shareholder who intends to exercise the right to dissent should carefully
consider and comply with the provisions of Section 191 of the ABCA, as modified by the Interim Order. Failure to comply
with the provisions of that section, as modified by the Interim Order, and to adhere to the procedures established therein
may result in the loss of all rights thereunder.
The Court hearing the application for the Final Order has the discretion to alter the rights of dissent described herein based on the
evidence presented at such hearing.
Under the Interim Order, a registered Crossroads Shareholder is entitled, in addition to any other rights the holder may have, to dissent
and to be paid by Crossroads the fair value of the Crossroads Shares held by the holder in respect of which the holder dissents,
determined as of the close of business on the last Business Day before the day on which the Arrangement Resolution was adopted.
Only registered Crossroads Shareholders may dissent. Persons who are Beneficial Shareholders who hold Crossroads
Shares registered in the name of a broker, custodian, nominee or other intermediary who wish to dissent should be aware
that they may only do so through the registered owner of such Crossroads Shares. Accordingly, a Beneficial Shareholder
desiring to exercise rights of dissent must make arrangements for the Crossroads Shares beneficially owned by such
Beneficial Shareholder to be registered in the name of such Beneficial Shareholder prior to the time the written objection to
the Arrangement Resolution is required to be received by Crossroads or, alternatively, make arrangements for the registered
holder of such Crossroads Shares to dissent on behalf of the Beneficial Shareholder.
A Dissenting Crossroads Shareholder must send to Crossroads a written objection to the Arrangement Resolution, which
written objection must be received by Crossroads, c/o Burnet, Duckworth & Palmer LLP, Suite 2400, 525 – 8th Avenue S.W.,
Calgary, Alberta T2P 1G1, Attention: Joanne Luu, by 4:00 p.m. (Calgary time) on the day that is two (2) Business Days
immediately preceding the date of the Crossroads Meeting (being April 4, 2022 if the Crossroads Meeting is to be held on
April 6, 2022). No Crossroads Shareholder who has voted in favour of the Arrangement Resolution (irrespective of the class
of Crossroads Shares through which such vote was cast) shall be entitled to dissent with respect to the Arrangement. In
addition, a registered Crossroads Shareholder may only exercise dissent rights in respect of all, and not less than all, of its
Crossroads Shares of a particular class and for greater certainty, any Crossroads Shareholder who holds both Class A Shares
and Class B Shares may exercise dissent rights in respect of one class of Crossroads Shares and not the other.
An application may be made to the Court by Crossroads or by a Dissenting Crossroads Shareholder after adoption of the Arrangement
Resolution to fix the fair value of the Dissenting Crossroads Shareholder's Crossroads Shares. If such an application to the Court is
made by either Crossroads or a Dissenting Crossroads Shareholder, Crossroads must, unless the Court otherwise orders, send to
each Dissenting Crossroads Shareholder a written offer to pay such Person an amount considered by the Crossroads Board of
Directors to be the fair value of the Crossroads Shares held by such Dissenting Crossroads Shareholders. The offer, unless the Court
otherwise orders, will be sent to each Dissenting Crossroads Shareholder at least ten (10) days before the date on which the application
is returnable, if Crossroads is the applicant, or within ten (10) days after Crossroads is served with notice of the application, if a
Dissenting Crossroads Shareholder is the applicant. The offer will be made on the same terms to each Dissenting Crossroads
Shareholder and will be accompanied by a statement showing how the fair value was determined.
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A Dissenting Crossroads Shareholder may make an agreement with Crossroads for the purchase of such Dissenting Crossroads
Shareholder's Crossroads Shares in the amount of Crossroads' offer (or otherwise) at any time before the Court pronounces an order
fixing the fair value of the Crossroads Shares.
A Dissenting Crossroads Shareholder is not required to give security for costs in respect of an application and, except in special
circumstances, will not be required to pay the costs of the application and appraisal. On the application, the Court will make an order
fixing the fair value of the Crossroads Shares of all Dissenting Crossroads Shareholders who are parties to the application, giving
judgment in that amount against Crossroads and in favour of each of those Dissenting Crossroads Shareholders, and fixing the time
within which Crossroads must pay that amount payable to the Dissenting Crossroads Shareholders. The Court may in its discretion
allow a reasonable rate of interest on the amount payable to each Dissenting Crossroads Shareholder calculated from the date on
which the Dissenting Crossroads Shareholder ceases to have any rights as a Crossroads Shareholder until the date of payment.
On the Arrangement becoming effective, or upon the making of an agreement between Crossroads and the Dissenting Crossroads
Shareholder as to the payment to be made by Crossroads to the Dissenting Crossroads Shareholder, or the pronouncement of a Court
order, whichever first occurs, the Dissenting Crossroads Shareholder will cease to have any rights as a Crossroads Shareholder other
than the right to be paid the fair value of such Dissenting Crossroads Shareholder's Crossroads Shares in the amount agreed to
between Crossroads and the Dissenting Crossroads Shareholder or in the amount of the judgment, as the case may be. Until one of
these events occurs, the Dissenting Crossroads Shareholder may withdraw his, her or its dissent, or if the Arrangement has not yet
become effective Crossroads may rescind the Arrangement Resolution, and, in either event, the dissent and appraisal proceedings in
respect of that Dissenting Crossroads Shareholder will be discontinued.
Crossroads shall not make a payment to a Dissenting Crossroads Shareholder under Section 191 of the ABCA if there are reasonable
grounds for believing that Crossroads is or would after the payment be unable to pay its liabilities as they become due, or that the
realizable value of the assets of Crossroads would thereby be less than the aggregate of its liabilities. In such event, Crossroads shall
notify each Dissenting Crossroads Shareholder that it is lawfully unable to pay Dissenting Crossroads Shareholders for their
Crossroads Shares in which case the Dissenting Crossroads Shareholder may, by written notice to Crossroads within thirty (30) days
after receipt of such notice, withdraw such holder's written objection, in which case such Dissenting Crossroads Shareholder shall, in
accordance with the Interim Order, be deemed to have participated in the Arrangement as a Crossroads Shareholder and to the extent
that such Crossroads Shareholder is a Class B Shareholder, shall be deemed to be a Non-Depositing Crossroads Shareholder. If the
Dissenting Crossroads Shareholder does not withdraw such holder's written objection such Dissenting Crossroads Shareholder retains
status as a claimant against Crossroads to be paid as soon as Crossroads is lawfully entitled to do so or, in a liquidation, to be ranked
subordinate to creditors but prior to its shareholders.
The Crossroads Shares in respect of which rights of dissent were exercised will, if the holders are ultimately entitled to be paid the fair
value thereof, be deemed to be transferred to Crossroads on the Effective Date in exchange for the fair value as of the close of business
on the last Business Day before the Arrangement Resolution is approved by the Crossroads Shareholders. If such Dissenting
Crossroads Shareholders ultimately are not entitled to be paid the fair value for the Crossroads Shares, such Dissenting Crossroads
Shareholders will be deemed to have participated in the Arrangement on the same basis as a non-Dissenting Crossroads Shareholder
notwithstanding the provisions of Section 191 of the ABCA and to the extent that such Crossroads Shareholder is a Class B
Shareholder, and dissented in respect of the Class B Shares, shall be deemed to be a Non-Depositing Shareholder.
The above summary does not purport to provide a comprehensive statement of the procedures to be followed by a Dissenting
Crossroads Shareholder who seeks payment of the fair value of their Crossroads Shares. Section 191 of the ABCA and the terms of
the Interim Order require adherence to the procedures established therein and failure to do so may result in the loss of all rights
thereunder. Accordingly, each Dissenting Crossroads Shareholder who is considering the right to dissent and appraisal
should carefully consider and comply with the provisions of Section 191 of the ABCA and the Interim Order, the full text of
which are set out in Appendices G and C, respectively, to this Information Circular, as modified by the Interim Order, and
consult their own legal advisor.
The Arrangement Agreement provides that, unless otherwise waived, it is a mutual condition to the obligations of the Parties
to complete the Arrangement, that there shall not, as of the Effective Date, be Crossroads Shareholders that hold in excess
of five percent (5.0%) of the outstanding Crossroads Shares that have validly exercised, and not withdrawn, rights of dissent.
Interests of Certain Persons or Companies in the Matters to be Acted Upon
Other than as set forth below or elsewhere in this Information Circular, Crossroads is not aware of any material interest, direct or
indirect, by way of beneficial ownership of securities or otherwise, of any director of Crossroads at any time since the beginning of
Crossroads' last completed financial year, or any associate or affiliate of any of the foregoing Persons, in any matter to be acted upon.
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Caplink, the manager of Crossroads, may have interests in the transactions contemplated by the Arrangement that may be different
from, and/or in addition to, the interests of Crossroads Shareholders generally. The Crossroads Board of Directors was aware of these
potential interests and considered them, along with other matters, in reaching its decision to, subject to the approval of the Crossroads
Shareholders, approve the Arrangement and to recommend that Crossroads Shareholders vote in favour of the Arrangement
Resolution. To the knowledge of Crossroads, the directors of Crossroads have no material interest in the Arrangement that differs from
the interests of Crossroads Shareholders generally. See Appendix D – Information Concerning Crossroads-DMD Mortgage Investment
Corporation.
Crossroads Shares
As at the date hereof, no directors of Crossroads nor their associates beneficially own, control or direct, directly or indirectly, any
Crossroads Shares. As at the date hereof, neither Caplink nor any of its associates beneficially own, control or direct, directly or
indirectly, any Crossroads Shares.
As at the date hereof, none of the Durum Parties beneficially own, control or direct, directly or indirectly, any Crossroads Shares. As
at the date hereof, none of the directors and officers of DCI or trustees of DOF, as a group, beneficially owned, controlled or directed,
directly or indirectly, any Crossroads Shares.
Certain Crossroads Shareholders have entered into Crossroads Support Agreements pursuant to which they have agreed, subject to
the terms and conditions thereof, to vote their Crossroads Shares, if any, in favour of the Arrangement Resolution and the Article
Amendment Resolution. See The Arrangement – Crossroads Support Agreements and the Intention of Certain Crossroads
Shareholders.
Continuing Insurance Coverage for Directors and Officers of Crossroads
In connection with the Arrangement, Crossroads has secured "run off" directors' and officers' liability insurance for the current and
previous officers and directors of Crossroads covering claims made prior to or within six (6) years after the Effective Date which has a
scope and coverage comparable in scope and coverage to that provided pursuant to Crossroads' current directors' and officers'
insurance policy. The Durum Parties have also agreed to not take or permit any action to be taken by or on behalf of Crossroads,
following the Effective Date, to terminate or adversely affect such directors' and officers'.
Expenses of the Arrangement
The estimated Crossroads Transaction Costs to be incurred by Crossroads with respect to the Arrangement and related matters
including fees and expenses of financial and accounting advisors, printing, mailing, solicitation, proxy solicitation services and
shareholder communication costs, Crossroads Meeting costs, legal fees and disbursements, are expected to aggregate approximately
$635,000. In addition to the foregoing, Crossroads has incurred (and will continue to incur) additional and incremental general and
administrative costs in respect of, among other things, director fees and fees payable to Caplink for time spent on matters related to
the Arrangement. In accordance with the terms of the Arrangement Agreement, for the purposes of determining Crossroads
Transaction Costs and the amount of Crossroads' Closing Date Net Working Capital, the $50,000 fee previously paid to Durum,
$20,000 of Crossroads Meeting costs and expenses, and $10,000 of communication expenses incurred in connection with the
Arrangement have been specifically excluded as Crossroads Transaction Costs, and accordingly, such costs and expenses have not
been included in the estimate of costs set forth above.
In accordance with the terms of the Arrangement Agreement, in the event of the termination of the Arrangement Agreement (for any
reason), DOF shall pay, or cause to be paid, to Crossroads, within three (3) Business Days of such termination: (i) the reasonable
costs and expenses of Crossroads incurred in connection with the Crossroads Meeting (including legal fees and expenses, transfer
agent fees and expenses, proxy solicitation agent fees and expenses, printing and mailing costs and other related costs, fees and
expenses), to a maximum of $20,000; and (ii) the reasonable costs and expenses of Crossroads incurred in connection with
communications in connection with the Arrangement, to a maximum of $10,000.
The Crossroads Board of Directors retained PwC to provide an opinion as to whether the Arrangement is fair, from a financial
perspective, to the Crossroads Shareholders. PwC has received or will receive fees from Crossroads for services rendered in
connection therewith, which fees are included in the estimate of Crossroads Transaction Costs. PwC will be paid a fee based on their
applicable hourly rates for rendering the Crossroads Fairness Opinion. Crossroads has also agreed to reimburse PwC for its
reasonable costs and expenses and to indemnify PwC in respect of certain liabilities that might arise out of its engagement.
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Securities Law Matters
Canada
The DOF Securities to be issued under the Arrangement to Class B Shareholders who elect or are deemed to elect to receive them,
will be issued in reliance on exemptions from prospectus requirements of Applicable Canadian Securities Laws. The DOF Securities
(including the DOF Units issuable upon exercise of the DOF Warrants) issued under the Arrangement will be tradeable pursuant to the
prospectus exemptions found in Applicable Canadian Securities Laws (other than as a result of any control block restrictions which
may arise by virtue of the ownership thereof).
Judicial Developments
The Plan of Arrangement will be implemented pursuant to Section 193 of the ABCA which provides that, where it is impractical for a
corporation to effect an arrangement under any other provisions of the ABCA, a corporation may apply to the Court for an order
approving the arrangement proposed by such corporation. Pursuant to this section of the ABCA, such an application will be made by
Crossroads for approval of the Arrangement. See The Arrangement – Procedure for the Arrangement Becoming Effective and Court
Approvals – Final Order above. Although there have been a number of judicial decisions considering this section and applications to
various arrangements, there have not been, to the knowledge of each of Crossroads and the Durum Parties, any recent significant
decisions which would apply in this instance. Crossroads Shareholders should consult their legal advisors with respect to the
legal rights available to them in relation to the Arrangement.
United States
The DOF Securities to be issued to Class B Shareholders who elect or are deemed to elect to receive them in exchange for their Class
B Shares under the Arrangement have not been registered under to U.S. Securities Act, and such securities will be issued in reliance
on the exemption from registration set forth in Section 3(a)(10) thereof. Section 3(a)(10) of the U.S. Securities Act exempts the issuance
of securities issued in exchange for one or more bona fide outstanding securities from the general requirement of registration where
the terms and conditions of the issuance and exchange of such securities have been approved by any court of competent jurisdiction,
after a hearing upon the fairness of the terms and conditions of the issuance and exchange at which all Persons to whom the securities
will be issued have the right to appear and receive timely notice thereof. The Court is authorized to conduct a hearing at which the
fairness of the terms and conditions of the Arrangement will be considered. The Court granted the Interim Order on February 16, 2022
and, subject to the approval of the Arrangement by Crossroads Shareholders, a hearing on the Arrangement for the Final Order will
be held on April 7, 2022 by the Court. See The Arrangement – Effect of the Arrangement and Procedure for the Arrangement Becoming
Effective and Court Approvals – Final Order above.
Section 3(a)(10) of the U.S. Securities Act does not exempt the issuance of securities upon the exercise or conversion of securities
that were issued pursuant to Section 3(a)(10). Therefore, the DOF Units issuable upon the exercise of the DOF Warrants may not be
issued in reliance upon Section 3(a)(10) and the DOF Warrants may be exercised only pursuant to an exemption from the registration
requirements of the U.S. Securities Act and applicable state securities laws. DOF Warrants may be exercised only by a holder who
represents that at the time of exercise the holder is not then located in the United States, is not a U.S. Person and is not exercising
such DOF Warrants for the account or benefit of a U.S. Person or a person in the United States, unless the holder provides a legal
opinion or other evidence reasonably satisfactory to DOF to the effect that the exercise of the DOF Warrants does not require
registration under the US Securities Act or state securities laws. It should be noted that it is expected that very few U.S. warrantholders
will be able to provide a satisfactory legal opinion to permit such U.S. warrantholders to exercise their DOF Warrants, so it is expected
that most U.S. warrantholders will be unable to exercise their DOF Warrants.
Any DOF Units issuable upon the exercise of DOF Warrants in the United States or for the account or benefit of a U.S. Person or a
person in the United States held by U.S. warrantholders will be "restricted securities" within the meaning of Rule 144 under the U.S.
Securities Act, certificates representing such DOF Units and DOF Warrants will bear a legend to that effect and such DOF Units and
DOF Warrants may be resold only pursuant to an exemption from the registration requirements of the U.S. Securities Act and state
securities laws.
Notwithstanding the foregoing, subject to certain limitations, the DOF Warrants may be resold outside the United States without
registration under the U.S. Securities Act pursuant to Regulation S (if available).
The DOF Securities to be issued to Crossroads Shareholders will be freely tradable under the U.S. Securities Act, except by Persons
who are "affiliates" of DOF or Crossroads within ninety (90) days prior to the completion of the Arrangement or affiliates of DOF after
the Arrangement. Persons who may be deemed to be "affiliates" of an issuer include individuals or entities that control, are controlled
by, or are under common control with, the issuer, and generally include executive officers and directors of the issuer as well as principal
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shareholders of the issuer. Subject to certain limitations, such affiliates may immediately resell such securities outside the United
States without registration under the U.S. Securities Act pursuant to Regulation S under the U.S. Securities Act. Such affiliates may
also resell such securities pursuant to Rule 144 under the U.S. Securities Act, if available.
The foregoing discussion is only a general overview of certain requirements of U.S. Securities Laws applicable to the resale of securities
received upon completion of the Arrangement. All holders of such securities are urged to consult with counsel to ensure that
the resale of their securities complies with applicable securities legislation.
Experts
Certain legal matters relating to the Arrangement are to be passed upon at the Effective Time by Burnet, Duckworth & Palmer LLP, on
behalf of Crossroads. As at February 22, 2022, the partners and associates of Burnet, Duckworth & Palmer LLP, beneficially owned,
directly or indirectly, nil (0%) of the outstanding Class A Shares and nil (0%) of the outstanding Class B Shares.
Certain legal matters relating to the Arrangement are to be passed upon at the Effective Time by Dentons Canada LLP, on behalf of
the Durum Parties. As at February 22, 2022, the partners and associates of Dentons Canada LLP, beneficially owned, directly or
indirectly, nil (0%) of the outstanding DOF Units.
CANADIAN FEDERAL INCOME TAX CONSIDERATIONS
The following summary describes, as of the date hereof, the principal Canadian federal income tax considerations generally applicable
under the Tax Act to residents of Canada for the purposes of the Tax Act that are (i) Class A Shareholders who participate in the
Arrangement and who exchange their Class A shares for cash; or (ii) Class B Shareholders who participate in the Arrangement and
who exchange their Class B Shares for cash, DOF Units, DOF Preferred Units, DOF Warrants, or a combination thereof. This summary
is applicable only to a Crossroads Shareholder (a "Holder") who: (a) for purposes of the Tax Act and at all relevant times is, or is
deemed to be, resident in Canada; (b) deals at arm's length with and is not affiliated with DOF, DCI or Crossroads, or any person that
such Holder subsequently sells or otherwise transfers DOF Units, DOF Preferred Units or DOF Warrants to; and (c) holds their
Crossroads Shares, DOF Units, DOF Preferred Units and DOF Warrants as capital property within the meaning of the Tax Act.
Generally, such securities will be considered to be capital property to a Holder provided that such Holder does not hold the securities
in the course of carrying on a business of trading or dealing in securities and has not acquired them in one or more transactions
considered to be an adventure or concern in the nature of trade.
This summary is not applicable to a Crossroads Shareholder (i) that is a "financial institution" for purposes of the "mark-to-market rules"
in the Tax Act, (ii) that is a "specified financial institution", (iii) an interest in which is a "tax shelter investment", (iv) that has elected to
report its "Canadian tax results" in a currency other than Canadian currency, (v) that, except as discussed herein, holds any of their
Crossroads Shares, DOF Units, DOF Preferred Units or DOF Warrants as part of a "derivative forward agreement", (vi) that is exempt
from taxation under Part I of the Tax Act; (vii) that is a partnership or trust; (viii) that is a non-resident of Canada; as each of such terms
referred to above are defined in the Tax Act. Any such holder should consult their own tax advisors.
This summary is based upon the facts set out in the Information Circular, provisions of the Tax Act in force as of the date of the
Information Circular, and all specific proposals to amend the Tax Act that have been publicly announced by or on behalf of the
Minister of Finance (Canada) prior to the date of the Information Circular (the "Proposed Amendments"). This summary is not
exhaustive of all possible Canadian federal income tax consequences and, except for the Proposed Amendments, does not take into
account any changes in the law, whether by legislative, regulatory or judicial actions, nor does it take into account provincial, territorial
or foreign tax considerations, which may differ significantly from those discussed herein. No assurance can be given that the Proposed
Amendments will be enacted as currently proposed or at all.
This summary is of a general nature only and is not intended to be, nor should it be construed to be, legal or tax advice or
representations to any particular Crossroads Shareholder. No representation with respect to the Canadian federal income
tax consequences to any particular Crossroads Shareholder is made. Crossroads Shareholders should consult their own tax
advisors in respect of the consequences to them of the Arrangement having regard to their particular circumstances.
Disposition of Class A Shares to DOF
Under the Arrangement, Holders of Class A Shares (other than Holders who exercise Dissent Rights) will transfer their Class A Shares
to DOF in exchange for cash. Such Holder will generally realize a capital gain (or a capital loss) equal to the amount by which the
aggregate proceeds of disposition, exceed (or is less than) the aggregate of the adjusted cost base to the Holder of such Class A
Shares and any reasonable costs of disposition. See “Capital Gains and Capital Losses” below.
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Disposition of Class B Shares to DOF
Under the Arrangement, Holders of Class B Shares (other than Holders who exercise Dissent Rights) will transfer their Class B Shares
to DOF in exchange for cash, DOF Units, DOF Preferred Units, DOF Warrants, or a combination thereof. Such Holders will generally
realize a capital gain (or a capital loss) equal to the amount by which the aggregate fair market value of such cash, DOF Units, DOF
Preferred Units and DOF Warrants received, as the case may be, at the time of the Arrangement exceeds (or is less than) the aggregate
of the adjusted cost base to the Holder of such Class B Shares and any reasonable costs of disposition. See “Capital Gains and Capital
Losses” below.
Holders will hold their DOF Units, DOF Preferred Units and DOF Warrants, as the case may be, with a cost base equal to the fair
market value of the such DOF Units, DOF Preferred Units or DOF Warrants, as the case may, as at the time of the Arrangement.
Dissenting Shareholders
A Dissenting Crossroads Shareholder will be deemed under the Arrangement to have transferred its Crossroads Shares to Crossroads,
and will be entitled to be paid the fair value for the Dissenting Crossroads Shareholder's Crossroads Shares. The Dissenting
Crossroads Shareholder will be deemed to have received a taxable dividend equal to the amount by which the amount received for
the Crossroad Shares (less an amount in respect of interest, if any, awarded by the Court) exceeds the paid-up capital of such shares
(for purposes of and as determined under the Tax Act).
Where a Dissenting Crossroads Shareholder is an individual, any deemed dividend will be included in computing that Dissenting
Crossroads Shareholder's income and, other than for certain trusts, will be subject to the gross-up and dividend tax credit rules normally
applicable to dividends received from taxable Canadian corporations. In the case of a Dissenting Crossroads Shareholder that is a
corporation, any deemed dividend will be included in income and generally will be deductible in computing taxable income. However,
in some circumstances, the amount of any such deemed dividend realized by a corporation may be deemed to be proceeds of
disposition and not a dividend under section 55(2) of the Tax Act. A Dissenting Crossroads Shareholder that is a "private corporation"
or "subject corporation" (as defined in the Tax Act) will generally be liable to pay a refundable tax under Part IV of the Tax Act on the
deemed dividend received to the extent such dividends are deductible in computing the Dissenting Crossroads Shareholder's taxable
income for the taxation year.
A Dissenting Crossroads Shareholder will also be considered to have disposed of its Crossroads Shares for proceeds of disposition
equal to the amount paid to such Dissenting Crossroads Shareholder less an amount in respect of interest, if any, awarded by the
Court and the amount of any deemed dividend. A Dissenting Crossroads Shareholder may realize a capital gain (or capital loss) to the
extent that such proceeds exceed (or are less than) the aggregate adjusted cost base of the Crossroads Shares to the Dissenting
Crossroads Shareholder and any reasonable costs of the disposition. The taxation of capital gains and capital losses under the Tax
Act is discussed below under the heading ''Taxation of Capital Gains and Capital Losses''.
Any interest awarded by the Court to a Dissenting Crossroads Shareholder will be included in such Dissenting Crossroads
Shareholder's income for the purposes of the Tax Act.
Dissenting Crossroads Shareholders should consult their own tax advisors having regard to their own particular circumstances.
Holding and Disposing of DOF Units
This summary is based on the assumption that DOF qualifies and will qualify at all times as a "mutual fund trust" within the meaning of
the Tax Act, was not established and is not and will not be maintained for the benefit of non-residents of Canada for the purpose of the
Tax Act, and is not a “SIFT trust” within the meaning of the Tax Act. If DOF were not to qualify as a mutual fund trust at any particular
time, if DOF was established or maintained for the benefit of non-residents or DOF were a SIFT Trust, the income tax considerations
described below would, in some respects, be materially and adversely different.
Taxation of DOF
DOF will be subject to tax under Part I of the Tax Act on its income for the year, including net realized taxable capital gains, taxable
dividends received from its subsidiaries and interest on debt obligations held by DOF, less the portion thereof that it deducts in respect
of amounts paid or payable to DOF Unitholders or holders of DOF Preferred Units (together, "Unitholders") in the taxation year. An
amount will be considered to be payable to a Unitholder in a taxation year if it is paid to the Unitholder in the year by DOF or if the
Unitholder is entitled in that year to enforce payment of the amount. The taxation year of DOF is the calendar year.
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In computing its income for purposes of the Tax Act, DOF may generally deduct reasonable administrative costs, interest and other
expenses of a current nature incurred by it for the purpose of earning income. DOF may also deduct on a five-year straight-line basis
(subject to pro-ration for short taxation years) reasonable expenses incurred by it in the course of issuing DOF Units or DOF Preferred
Units (both "Units").
DOF intends to make distributions payable in each year to Unitholders in an amount sufficient to ensure that DOF generally will not be
liable for tax under Part I of the Tax Act in any year, however no assurance can be given in this regard. Income of DOF payable to
Unitholders, whether in cash, additional Units or otherwise, generally will be deductible by DOF in computing its taxable income.
DOF generally is expected to designate to the Unitholders any taxable dividends, net taxable capital gains received or realized by it,
and foreign-sourced income, so that such amounts retain their character when received by Unitholders.
DOF will be entitled for each taxation year throughout which it is a mutual fund trust for purposes of the Tax Act to reduce (or receive
a refund in respect of) its liability, if any, for tax on its net realized taxable capital gains by an amount determined under the Tax Act
based on the redemption of Units during the year (the "Capital Gains Refund"). The Capital Gains Refund in a particular taxation year
may not completely offset DOF’s tax liability for that taxation year arising in connection with the redemption of Units. The Declaration
of Trust provides that all or a portion of any income (including taxable capital gains) realized by DOF in a taxation year as a result of
that redemption may, at the discretion of DOF, be treated as income paid or payable to the redeeming Unitholder. However, pursuant
to the Proposed Amendments to the Tax Act, DOF generally will not be entitled to a deduction in computing its income in respect of
amounts allocated to redeeming Unitholders to the extent of (i) the portion of any such amount that would be paid out of the income
(other than taxable capital gains) of DOF, and (ii) the portion of any such amount that is a capital gain to the extent that the amount so
allocated, generally, exceeds the gain that would otherwise be realized by the redeeming Unitholder from the redemption of the Units.
As a result, where DOF redeems Units of a Unitholder, DOF currently intends to allocate to that Unitholder capital gains and income
only to the extent such allocation would be deductible to DOF for purposes of the Tax Act.
Losses incurred by DOF cannot be allocated to Unitholders but may be deducted by DOF in future years, in accordance with, and
subject to the limitations in, the Tax Act.
Taxation of Unitholders
Distributions by DOF
A Unitholder will generally be required to include in computing income for a particular taxation year the portion of the net income,
including net realized taxable capital gains, for tax purposes of DOF for a taxation year that is paid or payable to the Unitholder in the
particular taxation year. Provided that appropriate designations are made by DOF, such portion of taxable dividends received from
taxable Canadian corporations, net taxable capital gains, and foreign-sourced, as the case may be, as is paid or payable to a Unitholder
will effectively retain its character and be treated as such in the hands of the Unitholder for the purposes of the Tax Act. This summary
assumes that such designations will be made by DOF.
To the extent that amounts are designated as having been paid to Unitholders out of taxable dividends received, or deemed to be
received, by DOF on shares of taxable Canadian corporations, the normal (or in the case of eligible dividends, the enhanced) grossup and dividend tax credit rules will apply to Unitholders who are individuals. In addition, in the case of a Unitholder that is a corporation,
the dividend deduction in computing taxable income will generally be available (subject to the potential application of subsection 55(2)
of the Tax Act,) and the refundable tax under Part IV of the Tax Act, generally imposed at a rate of 38 1/3%, will generally be payable
by Unitholders that are "private corporations" (as defined in the Tax Act) and certain other corporations controlled directly or indirectly
by or for the benefit of an individual (other than a trust) or a related group of individuals (other than trusts). Unitholders should consult
their own tax advisors concerning the potential impact of such provisions.
To the extent that amounts are designated as having been paid to Unitholders out of the net taxable capital gains of DOF, such
designated amounts will be deemed for tax purposes to be received by Unitholders in the year as a taxable capital gain. The treatment
of capital gains and losses are generally described below under “Capital Gains and Capital Losses”.
The non-taxable portion of any net capital gains of DOF that is paid or payable, or deemed to be paid or payable, to a Unitholder in a
taxation year will not be included in computing the Unitholder's income for the year provided that the taxable portion of such capital
gains is designated to the Unitholder. Any other amount in excess of the net income and net taxable capital gains of DOF that is paid
or payable, or deemed to be paid or payable, by DOF to a Unitholder in a taxation year, generally will not be included in the Unitholder's
income for the year and a Unitholder will be required to reduce the adjusted cost base of Units by the portion of any amount (other
than proceeds of disposition in respect of the redemption of Units and the non-taxable portion of net capital gains) paid or payable to
such Unitholder that was not included in computing the Unitholder's income. To the extent that the adjusted cost base of the Unitholder's
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Units would be less than zero, the absolute value of the negative amount will be deemed to be a capital gain of the Unitholder, and the
adjusted cost base of the Unitholder's Unit will then be nil.
Acquisitions of Units
A Unitholder may become taxable on a portion of the net income of DOF accrued or realized by DOF before the time the Unit was
acquired but which was not paid or made payable to Unitholders until after the time the Unit was purchased. A similar result may apply
on an annual basis in respect of a portion of net taxable capital gains accrued or realized by DOF in a year before the time the Unit
was acquired but which is paid or made payable to Unitholders at year end and after the time the Unit was acquired.
Dispositions of Units
The disposition or deemed disposition by a Unitholder of a Unit, whether on redemption or otherwise, generally will result in the
Unitholder realizing a capital gain (or a capital loss) equal to the amount by which the proceeds of disposition exceed (or are less than)
the aggregate of the Unitholder's adjusted cost base of the Unit and any reasonable costs of disposition. Proceeds of disposition will
not include an amount payable by DOF that is otherwise required to be included in the Unitholder's income. The treatment of capital
gains and losses are generally described below under “Capital Gains and Capital Losses”.
A redemption of Units will generally be a disposition of such Units for proceeds of disposition equal to the amount of the cash or the
FMV of such other consideration received, as the case may be, less any income or capital gain realized by DOF in connection with the
redemption of those Units to the extent that such income or capital gain is designated by DOF to the redeeming Unitholder. Subject to
the discussion above of the Proposed Amendments, where income or a capital gain realized by DOF in connection with the redemption
of Units is so designated by DOF to the redeeming Unitholder, the Unitholder will be required to include in computing its income for tax
purposes, the income and the taxable portion of the capital gain so designated. The cost of any property distributed by DOF to a
Unitholder upon a redemption of Units will generally be equal to the fair market value of that property at the time of distribution.
Exercising DOF Warrants
The exercise of DOF Warrants will not constitute a disposition of property for purposes of the Tax Act and, consequently, no gain or
loss will be realized by a Holder upon the exercise of a DOF Warrant. A DOF Unit acquired by the exercise of a DOF Warrant will have
a cost to the Holder equal to the aggregate of the Holder’s adjusted cost base of such DOF Warrant and the amount paid on the
exercise of the DOF Warrant. For purposes of computing the adjusted cost base to a Holder of each DOF Unit so acquired, the cost
of the DOF Unit must be averaged with the adjusted cost base to the Holder of all DOF Units held by the Holder as capital property
immediately before the exercise of the DOF Warrant.
Disposition and Expiry of DOF Warrants
Upon the disposition of a DOF Warrant by a Holder, other than pursuant to the exercise thereof, the Holder will realize a capital gain
(or capital loss) to the extent that the proceeds of disposition, net of reasonable costs of disposition, exceed (or are less than) the
adjusted cost base, if any, of the DOF Warrant to the Holder. The expiry of an unexercised DOF Warrant generally will result in a
capital loss to the Holder equal to the adjusted cost base of the DOF Warrant to the Holder immediately before its expiry. See discussion
below under the heading “Taxation of Capital Gains and Capital Losses”.
Taxation of Capital Gains and Capital Losses
Under the Tax Act, one-half of any capital gain realized by a Holder and the amount of any net taxable capital gains designated by
DOF in respect of a Holder will be included in such Holder's income as a taxable capital gain. Subject to certain specific rules in the
Tax Act, one-half of any capital loss realized by such a Holder must be deducted against the holder's taxable capital gains for the year
and the excess, if any, may generally be carried back to any of the three preceding taxation years or carried forward to a future taxation
year and deducted against taxable capital gains realized in such year, subject to the detailed provisions of the Tax Act.
A Holder that throughout the relevant taxation year is a "Canadian-controlled private corporation", as defined in the Tax Act, may be
liable to pay an additional refundable tax on certain investment income, including taxable capital gains.
A capital loss realized on the disposition of a Crossroads Share by a Holder that is a corporation may be reduced by the amount of
dividends received or deemed to be received by the Holder to the extent and under the circumstances prescribed by the Tax Act.
Similar rules may apply where the corporation is a member of a partnership or a beneficiary of a trust that owns Crossroads Shares or
where a trust or partnership, of which a corporation is a beneficiary or a member, is a member of a partnership or a beneficiary of a
trust that owns Crossroads Shares or Units.
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A capital loss realized on the disposition of a Unit by a Holder that is a corporation or trust (other than a mutual fund trust), whether
directly or as a member of a partnership, may be reduced in respect of certain distributions to the Holder out of dividends received by
DOF and designated by DOF in respect of the Holder to the extent and under the circumstances described in the Tax Act. Holders to
whom these rules may be relevant should consult their own tax advisors.
Minimum Tax
Net income of DOF that is paid or payable to a Unitholder that is designated as taxable dividends or as net taxable capital gains, and
capital gains realized on the disposition of Crossroads Shares or Units may increase the holder's liability for minimum tax if the holder
is an individual.
Qualified Investment Status
Provided that:
(a) DOF continues to qualify as a “mutual fund trust” as defined in the Tax Act, and
(b) DOF is not an annuitant, a beneficiary, an employer or a subscriber under or a holder of the particular Registered
Plan (as defined below) and deals at arm's length (within the meaning of the Tax Act) with each person who is an
annuitant, a beneficiary, an employer or a subscriber under or a holder of such Registered Plan,
DOF Preferred Units, DOF Units and DOF Warrants will be qualified investments under the Tax Act for trusts governed by registered
retirement savings plans (“RRSPs”), registered retirement income funds (“RRIFs”), registered education savings plans (“RESPs”),
registered disability savings plans (“RDSPs”), tax-free savings accounts (“TFSAs”) and deferred profit sharing plans (“DPSPs”)
(collectively, “Registered Plan”). Notwithstanding that the DOF Preferred Units, DOF Units and DOF Warrants may be qualified
investments for a trust governed by a TFSA, RDSP, RRSP, RRIF or RESP, the holder of a TFSA or RDSP, the annuitant of an RRSP
or RRIF, or the subscriber of an RESP as the case may be, will be subject to a penalty tax if any of DOF Preferred Units, DOF Units
or DOF Warrants are a “prohibited investment” (as defined in the Tax Act) for the TFSA, RDSP, RRSP, RRIF or RESP. Generally,
DOF Preferred Units, DOF Units and the DOF Warrants will not be a “prohibited investment” for a TFSA, RDSP, RRSP, RRIF or RESP
provided that the holder of the TFSA or RDSP, the annuitant of the RRSP or RRIF or the subscriber of the RESP, as applicable, (i)
deals at arm’s length with DOF for purposes of the Tax Act; and (ii) does not have a “significant interest” (as defined in the Tax Act) in
DOF. In addition, DOF Securities will not be a “prohibited investment” if such DOF Securities are “excluded property” (as defined in
the Tax Act) for trusts governed by a TFSA, RDSP, RRSP, RRIF or RESP.
Tax Considerations in Other Jurisdictions
This Information Circular does not address any tax considerations of the Arrangement other than certain Canadian federal income tax
considerations. Crossroads Shareholders who are resident in (or citizens of) jurisdictions other than Canada should consult their own
tax advisors with respect to the tax implications of the Arrangement, including any associated filing requirements in such jurisdictions.
Crossroads Shareholders should also consult their own tax advisors regarding provincial, state, local or territorial tax considerations of
the Arrangement and of receiving and holding DOF Securities.
INFORMATION CONCERNING DURUM OPPORTUNITIES FUND
DOF is a trust organized under the laws of the Province of Alberta and governed by the DOF Declaration of Trust.
The head office of DOF is located at 212 – 34th Avenue S.E., Calgary, Alberta T2G 1V7.
See Information Concerning Durum Opportunities Fund in this Information Circular and Appendix E – Information Concerning Durum
Opportunities Fund for a more detailed description of DOF.
INFORMATION CONCERNING DURUM CAPITAL INC.
DCI is a corporation incorporated under the ABCA.
The head and principal office of DCI is located at 1212 – 34th Avenue S.E., Calgary, Alberta T2G 1V7 and its registered address is
located at 1212 – 34th Avenue S.E., Calgary, Alberta T2G 1V7.

51
See Information Concerning Durum Capital Inc. in this Information Circular and Appendix E – Information Concerning Durum
Opportunities Fund for a more detailed description of DCI.
INFORMATION CONCERNING CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION
Crossroads is a mortgage investment corporation in the business of mortgage lending in the residential real estate forum in the
Provinces of Alberta, Saskatchewan, Manitoba and British Columbia.
Crossroad's head office is located c/o Caplink at Suite 1000, College Plaza 8215-112 Street Edmonton, Alberta T6G 2C8 and its
registered and records office is located at 421 7 Ave SW Suite 1600, Calgary, Alberta T2P 4K9.
See Information Concerning Crossroads-DMD Mortgage Investment Corporation in this Information Circular and Appendix D –
Information Concerning Crossroads-DMD Mortgage Investment Corporation for a more detailed description of Crossroads.
RISK FACTORS
Certain risk factors relating to the activities of DOF and the ownership of DOF Securities are described in Appendix E – Information
Concerning Durum Opportunities Fund under the heading Risk Factors. See also the disclosure under Risk Factors in Appendix D –
Information Concerning Crossroads-DMD Mortgage Investment Corporation. The following are risks related specifically to the
Arrangement. Additional potential risk related to the Arrangement risks are also described above under The Arrangement - Reasons
for the Recommendation of the Crossroads Board of Directors.
Possible Failure to Realize Anticipated Benefits of the Arrangement
Crossroads is proposing to complete the Arrangement to enhance value for Crossroads Shareholders by providing an opportunity for
liquidity and through their ownership in DOF which has a more diversified portfolio of business. Achieving the benefits of the
Arrangement depends in part on successfully consolidating functions and integrating operations, procedures and personnel in a timely
and efficient manner, as well as DOF's ability to realize the anticipated growth opportunities in the acquired businesses. The integration
of an acquired business requires the dedication of substantial management effort, time and resources, which may divert management's
time and resources from other strategic opportunities and from operational matters during this process. The integration process may
result in the disruption of ongoing business and customer relationships that may adversely affect DOF's ability to achieve the anticipated
benefits of the Arrangement.
The Completion and Anticipated Benefits of the Arrangement may be Adversely Affected by COVID-19
The continued and prolonged effects of the COVID-19 pandemic may delay or prevent the completion of the Arrangement. Among
other things, Governmental Entities in certain jurisdictions have ordered or may order, the mandatory closure of all non-essential
workplaces, which may disrupt the ability of Crossroads and DOF to close the Arrangement in the timing contemplated, including
Crossroads' ability to convene and conduct the Crossroads Meeting as scheduled. The full extent of the impact of the COVID-19
pandemic on the timing and completion of the Arrangement and on the respective operations of Crossroads and DOF will depend on
future developments, which are highly uncertain and cannot be predicted at this time, and include the duration, severity and scope of
the outbreak and the actions taken to contain or treat the outbreak.
The effects of the COVID-19 pandemic may impact the ability of Crossroads and DOF to obtain necessary third-party approvals in
connection with the Arrangement, including the approval of the Court. There can be no certainty, nor can the Parties provide any
assurance, that the hearing of the Final Order will proceed as scheduled. Should the hearing of the Final Order be delayed such that
the Arrangement cannot be completed by the Outside Date, such delay could result in the termination of the Arrangement Agreement
(if the outside date is not mutually extended by Crossroads and Durum Parties).
The Completion of the Arrangement is Subject to Numerous Conditions
There can be no certainty that all conditions precedent to the Arrangement will be satisfied or waived, nor can there be any certainty
of the timing of their satisfaction or waiver.
The completion of the Arrangement is subject to a number of conditions precedent, some of which are outside of the control of the
Parties, including receipt of approval of the Crossroads Shareholders and receipt of the Final Order. There can be no certainty, nor
can the Parties provide any assurance, that these conditions will be satisfied or, if satisfied, when they will be satisfied. The failure to
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obtain any such approvals will prevent DOF and Crossroads from completing the Arrangement and may have a material adverse effect
on the business and affairs of DOF or Crossroads.
Failure to Complete the Arrangement Could Result in Termination Fees being Payable
Pursuant to the Arrangement Agreement, Crossroads is required to pay liquidated damages (being $600,000) to DOF if the
Arrangement Agreement is terminated in certain circumstances. This fee may discourage other parties from attempting to acquire the
Crossroads Shares, even if those parties would otherwise be willing to offer greater value than that offered under the Arrangement.
Crossroads Expects to Incur Significant Costs Associated with the Arrangement
Crossroads will incur significant direct transaction costs in connection with the Arrangement. Actual direct transaction costs incurred
in connection with the Arrangement may be higher than expected. Additionally, the Cash Consideration, the DOF Preferred Unit
Exchange Ratio and the Equity Exchange Ratio will be negatively affected the greater the Crossroads Transaction Costs. Moreover,
certain of Crossroads' costs related to the Arrangement, including legal, accounting, printing and mailing costs, must be paid even if
the Arrangement is not completed.
If the Arrangement is not Completed, Crossroads' Future Business and Operations Could be Harmed
If the Arrangement is not completed, Crossroads will continue to face many of the risks that it currently faces with respect to its business
and affairs, including the risks set forth in Appendix D – Information Concerning Crossroads-DMD Mortgage Investment Corporation
under the heading Risk Factors. In addition, if the Arrangement is not completed, Crossroads may be subject to a number of additional
material risks, including the following:
•

Crossroads may have lost other opportunities that would have otherwise been available had the Arrangement Agreement
not been executed, including, without limitation, opportunities not pursued as a result of affirmative and negative covenants
made by it in the Arrangement Agreement;

•

Crossroads may be unable to conclude another sale, merger or amalgamation on as favourable terms, in a timely manner
or at all; and

•

the obligation of Crossroads to pay a fee to DOF on the occurrence of a DOF Damages Event.
OTHER MATTERS TO BE CONSIDERED AT THE CROSSROADS MEETING

In addition to the Arrangement, Crossroads Shareholders will also be asked to consider the Article Amendment.
Article Amendment Resolution
The articles of Crossroads currently provide that only the Class A Shares are entitled to voting rights while the Class B Shares are only
entitled to vote in respect of those circumstances prescribed in the ABCA (including in respect of the proposed Plan of Arrangement
and the Article Amendment Resolution). As the Class B Shareholders hold the vast majority of the economic interest in Crossroads,
the Crossroads Board of Directors have determined that it is appropriate to provide the Class B Shareholders with voting rights, allowing
them the opportunity to direct the supervision and management of the business and affairs of Crossroads as the provision of voting
rights to the Class B Shares will provide the Class B Shareholders with, among other rights, the ability to consider the election of
directors at each annual general meeting (other than any directors appointed by the Court). Of note, in the event the Arrangement is
approved, and completed, there may be little practical effect of the Article Amendment Resolution for Crossroads Shareholders, as
DOF will own all of the issued and outstanding Crossroads Shares and as such, the Article Amendment is only expected to be
completed (assuming the Article Amendment Resolution is approved at the Crossroads Meeting) in the event the Arrangement is not
completed.
Crossroads Shareholders will be asked to consider a special resolution, voting as separate classes, to amend the articles of Crossroads
in accordance with Section 173(1)(e) of the ABCA to provide voting rights in respect of the Class B Shares equivalent to the voting
rights in respect of the Class A Shares. In accordance with the Crossroads Support Agreements, Crossroads Shareholders, who
together beneficially own or exercise control or direction over approximately 60% and 0.2% of the outstanding Class A Shares and
Class B Shares, respectively, have entered into Crossroads Support Agreements pursuant to which they have agreed to vote their
respective securities in favour of the Article Amendment Resolution, subject to the terms of such agreements.
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At the Crossroads Meeting, Crossroads Shareholders will be asked to consider and if deemed advisable, to pass with or without
variation, the following special resolution to amend the articles of Crossroads to provide voting rights to Class B Shareholders:
"BE IT RESOLVED, as a special resolution of the holders of Class A voting common shares (the "Class A Shares")
and Class B preferred shares (the "Class B Shares") of Crossroads-DMD Mortgage Investment Corporation
("Crossroads"), voting as separate classes, that:
1.

the articles of Crossroads shall, pursuant to Sections 173(1)(e) of the Business Corporations
Act (Alberta), be amended to provide that the holders of Class B Shares shall be entitled to
receive notice of and to one (1) vote per share held at every meeting of the shareholders of
Crossroads (other than meetings of a class or series of shares of the Corporation other than
the Class B Shares), and, as a result of the same, certain other consequential amendments to
the articles of Crossroads, including to update and amend the provisions in respect of the
voting rights in respect of the Class A Shares to provide that the holders of Class A Shares
shall be entitled to receive notice of and to one (1) vote per share held at every meeting of the
shareholders of Crossroads (other than meetings of a class or series of shares of Crossroads
other than the Class A Shares), all as more particularly described in the management
information circular and proxy statement of Crossroads dated February 22, 2022; and

2.

any one (1) director or officer of Crossroads be, and each of them is hereby, authorized and
directed for and in the name of and on behalf of Crossroads, to execute or cause to be
executed, whether under corporate seal of Crossroads or otherwise, and to deliver or cause to
be delivered all such documents, and to do or cause to be done all such acts and things, as in
the opinion of such director or officer may be necessary or desirable in order to carry out the
terms of this resolution, such determination to be conclusively evidenced by the execution and
delivery of such documents or the doing of any such act or thing."

The Article Amendment Resolution must be approved by not less than sixty-six and two-thirds percent (66⅔%) of the votes cast by
the Class A Shareholders and the Class B Shareholders, voting as separate classes, present in person or by proxy at the Crossroads
Meeting. The Article Amendment may only be implemented, in the event the Arrangement Agreement is terminated in accordance with
its terms prior to the completion of the Arrangement.
Unless otherwise directed, the persons named in the accompanying form of proxy for the Crossroads Meeting intend to vote FOR the
Article Amendment Resolution.
It is not a condition to the completion of the Arrangement that the Article Amendment Resolution be approved at the Crossroads
Meeting.
Pursuant to Section 191 of the ABCA, registered Crossroads Shareholders have the right to dissent to the Article Amendment
Resolution and, if the Article Amendment Resolution becomes effective, to be paid the fair value of their Class A Shares and/or Class
B Shares (as applicable) in accordance with the provisions of Section 191 of the ABCA. Strict compliance with the provisions of Section
191 of the ABCA is required in order to exercise this right to dissent. See Appendix G attached hereto for the full text of Section 191
of the ABCA. A Dissenting Crossroads Shareholder must send to Crossroads a written objection to the Article Amendment Resolution,
which written objection must be received by Crossroads, c/o Burnet, Duckworth & Palmer LLP, Suite 2400, 525 – 8th Avenue S.W.,
Calgary, Alberta T2P 1G1, Attention: Joanne Luu, by 4:00 p.m. (Calgary time) at or before the Crossroads Meeting.

APPENDIX A
ARRANGEMENT RESOLUTION
BE IT RESOLVED THAT:
1.
the arrangement under Section 193 of the Business Corporations Act (Alberta) (the "Arrangement")
substantially as set forth in the plan of arrangement (the "Plan of Arrangement") attached as Exhibit "A" to the Arrangement
Agreement (as defined below), a copy of which is attached to Appendix B to the management information circular and proxy
statement of the Corporation dated February 22, 2022 (the "Information Circular") accompanying the notice of meeting is hereby
authorized, approved, ratified and confirmed;
2.
the arrangement agreement between the Corporation, Durum Opportunities Fund and Durum Capital Inc.
dated January 28, 2022 (the "Arrangement Agreement"), a copy of which is attached as Appendix B to the Information Circular
accompanying the notice of meeting, with such amendments or variations thereto made in accordance with the terms of the
Arrangement Agreement as may be approved by the persons referred to in paragraph 4 hereof, such approval to be evidenced
conclusively by their execution and delivery of any such amendments or variations, is hereby authorized, approved, ratified and
confirmed;
3.
notwithstanding that this resolution has been duly passed and/or has received the approval of the Court of
Queen's Bench of Alberta, the board of directors of the Corporation may, without further notice to or approval of the shareholders
of the Corporation, subject to the terms of the Arrangement, (i) amend or terminate the Arrangement Agreement or the Plan of
Arrangement or (ii) revoke this resolution at any time prior to the filing of articles of arrangement giving effect to the Arrangement;
4.
any director or officer of the Corporation is hereby authorized, for and on behalf of the Corporation, to execute
and deliver articles of arrangement and to execute, and, if, appropriate, deliver all other documents and instruments and to do all
other things as in the opinion of such director or officer may be necessary or desirable to implement this resolution and the matters
authorized hereby, such determination to be conclusively evidenced by the execution and delivery of any such document or
instrument, and the taking of any such action; and
5.
all actions heretofore taken by or on behalf of the Corporation in connection with any matter referred to in any
of the foregoing resolutions which were in furtherance of the Arrangement are hereby approved, ratified and confirmed in all
respects.
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ARRANGEMENT AGREEMENT
THIS ARRANGEMENT AGREEMENT is dated the 28th day of January, 2022,
AMONG:
DURUM OPPORTUNITIES FUND, a trust created under the Laws of the Province of
Alberta (hereinafter referred to as “DOF”)
AND
DURUM CAPITAL INC., a corporation incorporated under the Laws of the Province of
Alberta (hereinafter referred to as “DCI”)
AND
CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION, a
corporation incorporated under the Laws of the Province of Alberta (hereinafter referred
to as “Crossroads”)
WHEREAS:
A.
DOF, DCI and Crossroads desire to enter into this agreement to implement the acquisition
by DOF of all of the outstanding Class A Shares and Class B Shares of Crossroads pursuant to a proposed
arrangement involving Crossroads and its shareholders;
B.
the Parties intend to carry out the transactions contemplated herein by way of an
arrangement under the provisions of the ABCA; and
C.
the Parties have entered into this Agreement to provide for the matters referred to in the
foregoing recitals and for other matters relating to such arrangement.
NOW THEREFORE, in consideration of the covenants and agreements herein contained
and other good and valuable consideration (the receipt and sufficiency of which are hereby acknowledged),
the Parties hereto do hereby covenant and agree as follows:
ARTICLE 1
INTERPRETATION
1.1

Definitions

In this Agreement (including the recitals hereto), unless there is something in the context
or subject matter inconsistent therewith, the following defined terms have the meanings hereinafter set
forth:
“ABCA” means the Business Corporations Act, R.S.A. 2000, c. B-9, as amended, including the regulations
promulgated thereunder;
“Acquisition Proposal” means any inquiry or the making of any proposal to Crossroads or its
securityholders from any Person or group of Persons “acting jointly or in concert” (within the meaning of
NI 62-104) which constitutes, or may reasonably be expected to lead to (in either case whether in one
transaction or a series of transactions): (i) an acquisition from Crossroads or its securityholders of 20% or

-2more of the equity securities of Crossroads or its Subsidiary; (ii) any acquisition of 20% or more of the
consolidated assets of Crossroads; (iii) an amalgamation, arrangement, merger, consolidation, joint venture,
partnership or other business combination involving Crossroads or its Subsidiary; (iv) any take-over bid,
issuer bid, exchange offer, recapitalization, liquidation, dissolution, reorganization or similar transaction
involving Crossroads or its Subsidiary; or (v) any other transaction, the consummation of which would or
could reasonably be expected to impede, interfere with, prevent or delay the transactions contemplated by
this Agreement or the Arrangement or which would or could reasonably be expected to materially reduce
the benefits to DOF and DCI under this Agreement or the Arrangement; except that for the purpose of the
definition of “Superior Proposal”, the references in this definition of “Acquisition Proposal” to: (A)
“20% or more of the equity securities of Crossroads or its Subsidiary “ shall be deemed to be references to
“50% or more than the outstanding equity securities of Crossroads or its Subsidiary”; and (B) “20% or more
of the consolidated assets” shall be deemed to be references to “50% or more of the consolidated assets;
“Adjusted Exchange Ratio” means the Cash Consideration Exchange Ratio, DOF Preferred Unit
Exchange Ratio and Equity Exchange Ratio, as the case may be, as adjusted to the extent such ratios are
required to be adjusted in accordance with Section 2.1(d):
(a)

In respect of the Cash Consideration Exchange Ratio, means for each Class B Share, a cash amount
equal to:
A = B x [C +/- D]
C
Where:

A
B
C
D

(b)

=
=
=
=

Cash Consideration Exchange Ratio, as adjusted
Cash Consideration Exchange Ratio, prior to adjustment
The Aggregate Consideration Value
The Aggregate Variance (which for a positive number shall be added to the
Aggregate Consideration Value and for a negative number shall be subtracted from
the Aggregate Consideration Value).

In respect of the DOF Preferred Unit Exchange Ratio, means for each Class B Share, such number
of DOF Preferred Units (or fraction thereof) equal to:
A = B x [C +/- D]
C
Where:

A
B
C
D

(c)

=
=
=
=

DOF Preferred Unit Exchange Ratio, as adjusted
DOF Preferred Unit Exchange Ratio, prior to adjustment
The Aggregate Consideration Value
The Aggregate Variance (which for a positive number shall be added to the
Aggregate Consideration Value and for a negative number shall be subtracted from
the Aggregate Consideration Value).

In respect of the Equity Exchange Ratio, means for each Class B Share, such number of DOF Units
(or fraction thereof) and DOF Warrants (or fraction thereof) equal to:

-3A = B x [C +/- D]
C
Where:

A
B
C
D

=
=
=
=

Equity Exchange Ratio, as adjusted
Equity Exchange Ratio, prior to adjustment
The Aggregate Consideration Value
The Aggregate Variance (which for a positive number shall be added to the
Aggregate Consideration Value and for a negative number shall be subtracted from
the Aggregate Consideration Value).

“Aggregate Consideration Value” means the total dollar value ascribed to all of the Class B Shares
pursuant to the Arrangement (based on the number of issued and outstanding Class B Shares as at the
Effective Date) and based on the number of Class B Shares that are entitled to Cash Consideration and/or
Preferred Unit Consideration (as a result of elections of Class B Shareholders), such Class B Shares having
for this purpose a deemed value of $0.56 per share, and for all other Class B Shares, including those
electing, or deemed to be electing the Equity Consideration, such Class B Shares having a deemed value
for this purpose of $0.56 per share, such elections or deemed elections for Cash Consideration, Preferred
Unit Consideration and/or Equity Consideration being determined after giving effect to Section 2.1(c);
“Aggregate Variance” means the sum of the following (if any):
(a)

the difference between the Closing Date Net Working Capital and the Net Working Capital Target
Amount, which shall be a positive number to the extent that Closing Date Net Working Capital
exceeds the Net Working Capital Target Amount and a negative number to the extent that Closing
Date Net Working Capital is less than the Net Working Capital Target Amount; and

(b)

the extent to which Direct Expenses for the twelve-month period prior to the Effective Date exceed
the Direct Expenses for the twelve-month period prior to December 31, 2020 by more than
$100,000, any such excess to be considered a negative number,

in each case determined in accordance with Section 3.5;
“Applicable Canadian Securities Laws’’, in the context that refers to one or more Persons, means,
collectively, and as the context may require, the securities legislation of each of the provinces and territories
of Canada, and the rules, regulations and policies published and/or promulgated thereunder, as such may
be amended from time to time prior to the Effective Date that apply to such Person or Persons or its or their
business, undertaking, property or securities and emanate from a Person having jurisdiction over the Person
or Persons or its or their business, undertaking, property or securities;
“Applicable Laws”, in the context that refers to one or more Persons, means the Laws that apply to such
Person or Persons or its or their business, undertaking, property or securities and emanate from a Person
having jurisdiction over the Person or Persons or its or their business, undertaking, property or securities;
“Arrangement” means the arrangement pursuant to Section 193 of the ABCA set forth in the Plan of
Arrangement;
“Arrangement Resolution” means the special resolution in respect of the Arrangement to be considered
at the Crossroads Meeting;

-4“Article Amendment” means the proposed amendment to Crossroads’s articles in accordance with Section
173(1)(e) of the ABCA to provide voting rights in respect of the Class B Shares equivalent to the voting
rights in respect of the Class A Shares (which amendment shall (if approved by Crossroads Shareholders)
only be effective in the event this Agreement is terminated in accordance with its terms prior to the
completion of the Arrangement;
“Articles of Arrangement” means the articles of arrangement in respect of the Arrangement required under
Subsection 193(10) of the ABCA to be sent to the Registrar after the Final Order has been granted, giving
effect to the Arrangement;
“Business Day” means a day other than a Saturday, Sunday or a day when banks in the City of Calgary,
Alberta are not generally open for business;
“Caplink” means Caplink Financial Corporation, a corporation incorporated under the ABCA and the
manager of Crossroads pursuant to the Crossroads Administration and Management Agreement;
“Cash Consideration Exchange Ratio” means $0.56 in cash per Class B Share, subject to adjustment as
provided for herein;
“Class A Shares” means the Class A Voting Common Shares in the capital of Crossroads;
“Class B Shares” means the Class B Preferred Shares in the capital of Crossroads;
“Closing Time” shall be 8:00 a.m. (Calgary time) on the Effective Date, unless otherwise agreed to by
DOF and Crossroads;
“Closing Date Net Working Capital” means the Net Working Capital of Crossroads as of the Effective
Date, after giving effect to the Crossroads Transaction Costs (but, for greater certainty, shall not include
the effects of the payment of the $50,000 deal fee contemplated in the Letter of Intent, $20,000 of
Crossroads Meeting costs and expenses, and $10,000 of communication expenses incurred in connection
with the Arrangement), but shall include the amounts receivable, or reasonably expected to be received, by
Crossroads on or prior to the Effective Date in connection with any litigation involving Crossroads
(including in settlement of the same);
“Confidentiality Agreement” means the confidentiality agreement dated August 18, 2020 between
Crossroads and DOF;
“Court” means the Court of Queen’s Bench of Alberta;
“Crossroads” or the “Corporation” means Crossroads-DMD Mortgage Investment Corporation, a
corporation incorporated under the ABCA;
“Crossroads Administration and Management Agreement” means the mortgage administration and
management agreement dated November 30, 2016 between Crossroads and Caplink;
“Crossroads Balance Sheet” has the meaning ascribed thereto in Section 4.2(o);
“Crossroads Board of Directors” means the board of directors of Crossroads as it may be comprised from
time to time;
“Crossroads Class A Shareholders” means the holders from time to time of Class A Shares;

-5“Crossroads Class B Shareholders” means the holders from time to time of Class B Shares;
“Crossroads Disclosure Letter” means the disclosure letter dated effective the date hereof from
Crossroads to DOF and DCI and executed by each of said Parties;
“Crossroads Fairness Opinion” has the meaning set forth in Section 4.2(u) hereof;
“Crossroads Financial Statements” means, collectively, the audited comparative consolidated financial
statements of Crossroads as at and for the years ended December 31, 2020, 2019 and 2018, together with
the notes thereto and the auditors’ report thereon, and the unaudited comparative consolidated financial
statements of Crossroads as at and for the nine-month period ended September 30, 2021, together with the
notes thereto;
“Crossroads Information” means the information to be included in the Crossroads Information Circular
describing Crossroads and its business, operations and affairs and the matters to be considered at the
Crossroads Meeting;
“Crossroads Information Circular” means the information circular of Crossroads to be sent by
Crossroads to the Crossroads Shareholders in connection with the Crossroads Meeting;
“Crossroads Meeting” means the special meeting of Crossroads Shareholders to be held to consider the
Arrangement Resolution and a special resolution in respect of the Article Amendment and any related
matters, and any postponements(s) or adjournment(s) thereof;
“Crossroads Shareholders” means, collectively, the Crossroads Class A Shareholders and the Crossroads
Class B Shareholders;
“Crossroads Shares” means, collectively, the Class A Shares and the Class B Shares of Crossroads;
“Crossroads Support Agreements” means the support agreements substantially in the form set out in
Exhibit “B” hereto to be entered into by certain Crossroads Shareholders concurrent with the execution of
this Agreement, which agreements provide that, among other things, such persons will vote in favour of the
Arrangement and the Article Amendment, subject to the terms and conditions thereof;
“Crossroads Transaction Costs” means all costs and expenses of Crossroads (whether incurred, accrued
or billed) in connection with this Agreement and the Arrangement, including fees and expenses of financial
and accounting advisors, printing, mailing, solicitation, proxy solicitation services and shareholder
communication costs, Crossroads Meeting costs, legal fees and disbursements, but excludes, for greater
certainty, the termination fee set forth in Section 6.1, the $50,000 deal fee contemplated in the Letter of
Intent, $20,000 of Crossroads Meeting costs and expenses, and $10,000 of communication expenses
incurred in connection with the Arrangement;
“DCI” means Durum Capital Inc., a corporation incorporated under the ABCA and the administrator and
manager of DOF;
“Depositary” means Olympia Trust Company;
“Direct Expenses” means, with respect to Crossroads, changes in provision on mortgage receivables, losses
on mortgage receivables, loss on disposal of foreclosed assets held for sale, unrealized loss on foreclosed
assets held for sale, and any other charge or loss related to Crossroads’s mortgage portfolio;

-6“Dissent Rights” has the meaning ascribed thereto in the Plan of Arrangement;
“DOF” means Durum Opportunities Fund, a trust organized under the Laws of the Province of Alberta and
governed by the DOF Declaration of Trust;
“DOF Administration and Management Agreement” means the administration and management
agreement dated effective October 12, 2018 among DCI, DOF and Durum Opportunities GP Inc., as the
same may be amended from time to time;
“DOF Balance Sheet” has the meaning ascribed thereto in Section 4.l(s);
“DOF Board of Directors” means the board of directors of DCI as it may be comprised from time to time;
“DOF Damages Event” has the meaning ascribed thereto in Section 6.1;
“DOF Declaration of Trust” means the initial declaration of trust dated June 30, 2018 among Jay
Simmons, Murray D’Angelo and Bill Overend, as trustees thereunder, Joseph Lougheed, as initial
unitholder thereunder, and DCI, as administrator thereunder, as the same may be amended from time to
time;
“DOF Financial Statements” means, collectively, the audited comparative consolidated financial
statements of DOF as at and for the years ended December 31, 2020, 2019 and 2018, together with the
notes thereto and the auditors’ report thereon, and the unaudited comparative consolidated financial
statements of DOF as at and for the nine-month period ended September 30, 2021, together with the notes
thereto;
“DOF Information” means the information to be included in the Crossroads Information Circular
describing DOF and its business, operations and affairs;
“DOF Limited Partnership Agreement” means the initial limited partnership agreement dated August 2,
2018 between Durum Opportunities GP Inc., as general partner, and DOF, as initial limited partner, with
respect to Durum Opportunities LP, as may be amended, supplemented or restated from time to time;
“DOF Material Agreements” means, collectively, the DOF Declaration of Trust, the DOF Administration
and Management Agreement and the DOF Limited Partnership Agreement;
“DOF Preferred Unit Exchange Ratio” means 0.56, being the fraction of a DOF Preferred Unit issuable
in respect of one (1) Class B Share, subject to adjustment as provided for herein;
“DOF Preferred Units” means the preferred units in the capital of DOF, to be authorized, created and
issued in accordance with the DOF Declaration of Trust on or before the Effective Date, having the terms
and conditions set forth in Exhibit “C” hereto;
“DOF Unitholders” means the holders from time to time of DOF Units;
“DOF Units” means the Class A Units of DOF;
“DOF Warrant Indenture” means the warrant indenture providing for the issuance of the DOF Warrants,
in the form attached hereto as Exhibit “D”;

-7“DOF Warrants” means warrants to purchase DOF Units at an exercise price of $17.09 per DOF Unit at
any time and from time to time until eighteen (18) months following the Effective Date, such DOF Warrants
to be issued and governed by the terms of DOF Warrant Indenture;
“Effective Date” means the date the Arrangement is effective under the ABCA;
“Effective Time” means the time when the Arrangement becomes effective pursuant to the ABCA;
“Equity Exchange Ratio” means 0.033333, being the fraction of a DOF Unit and DOF Warrant issuable
in respect of one (1) Class B Share, subject to adjustment as provided for herein;
“Final Order” means the order of the Court approving the Arrangement pursuant to Subsection 193(9)(a)
of the ABCA in respect of the Crossroads Shareholders, DOF, DCI and Crossroads, as such order may be
affirmed, amended or modified by any court of competent jurisdiction;
“GAAP” means Canadian generally accepted accounting principles, which for the purposes of this
Agreement shall be International Financial Reporting Standards;
“Governmental Entity” means any: (a) multinational, federal, provincial, state, regional, municipal, local
or other government or any governmental or public department, court, tribunal, arbitral body, commission,
board, bureau or agency; (b) any subdivision, agent, commission, board or authority of any of the foregoing;
or (c) any quasi-governmental or private body exercising any regulatory, expropriation or taxing authority
under or for the account of any of the foregoing;
“Interim Order” means the interim order of the Court under Subsection 193(4) of the ABCA containing
declarations and directions with respect to the Arrangement, as such order may be affirmed, amended or
modified by any court of competent jurisdiction;
“ITA” means the Income Tax Act (Canada), R.S.C. 1985, c. 1 (5th Supp.), as amended, including the
regulations promulgated thereunder, as amended from time to time;
“Laws” means all laws, statutes, regulations, by-laws, statutory rules, orders, ordinances, protocols, codes,
guidelines, notices, directions (including all Applicable Canadian Securities Laws and U.S. Securities
Laws), and terms and conditions of any grant of approval, permission, authority or license of any court,
Governmental Entity, statutory body or self-regulatory authority;
“Letter of Intent” means the non-binding letter of intent dated March 23, 2021 between DOF and
Crossroads, as amended May 21, 2021, June 22, 2021 and July 30, 2021;
“Material Adverse Change” or “Material Adverse Effect” means, with respect to any Person, any
change, effect, fact, circumstance, occurrence or event that, individually or in the aggregate, is, or would
reasonably be expected to be, material and adverse to the business, operations, assets, cash flow, liabilities,
capitalization, financial condition or prospects of such Person and its Subsidiaries, taken as a whole, or will,
or would reasonably be expected to, prevent, materially delay or materially impair the ability of DOF, DCI
and Crossroads to consummate the transactions contemplated by this Agreement; provided that a Material
Adverse Change or Material Adverse Effect shall not include any change, effect, fact, circumstance,
occurrence or event relating to or resulting from: (i) general economic, financial, currency exchange,
securities, interest rates or commodity prices in Canada or elsewhere; (ii) conditions affecting the mortgage
lending, investment and management industry as a whole, and not specifically relating to any Person and/or
its Subsidiaries, including changes in Laws (including Tax Laws); (iii) any matter which has been publicly
disclosed as of the date hereof; (iv) any epidemic, pandemic, disease outbreak (including COVID-19), other
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(including weather conditions and any natural disaster); or (vi) any changes or effects arising from matters
permitted or contemplated by this Agreement or disclosed in writing to the Other Party prior to the date
hereof (and which have been consented to or approved in writing by the Other Party);
“Mutual Releases” has the meaning set forth in Section 5.2(i);
“Net Working Capital” means, with respect to Crossroads, the total of cash, term deposits, prepaid
expenses and new mortgages since December 31, 2020, less trade and other payables and other liabilities
as shown in the Crossroads Financial Statements, as determined in accordance with GAAP. For clarity, Net
Working Capital will increase by the amount of any new mortgage advances, and will decrease by the
amount of any mortgage repayments received;
“Net Working Capital Target Amount” means $6,972,337;
“NI 62-104” means National Instrument 62-104 – Take-Over Bids and Issuer Bids;
“Notice Period” has the meaning set forth in Section 3.4(c);
“Other Party” means (i) with respect to DOF and DCI, Crossroads, and (ii) with respect to Crossroads,
DOF and DCI;
“Parties” means, collectively, the parties to this Agreement, and “Party” means any one of them, or where
implied by the context, means DOF and DCI or Crossroads, as the case may be;
“Person” includes any individual, firm, partnership, joint venture, venture capital fund, association, trust,
trustee, executor, administrator, legal personal representative, estate, group, body corporate, corporation,
unincorporated association or organization, Governmental Entity, syndicate or other entity, whether or not
having legal status;
“Plan of Arrangement” means the plan of arrangement under the ABCA pursuant to which DOF will,
directly or indirectly, acquire all of the issued and outstanding Crossroads Shares on the terms and
conditions described herein, which plan of arrangement shall be substantially in the form set out in Exhibit
“A” hereto, as such plan of arrangement may be amended or supplemented from time to time in accordance
with Article 7 hereof;
“Registrar” means the Registrar of Corporations for the Province of Alberta duly appointed under Section
263 of the ABCA;
“Subsidiary” has the meaning ascribed thereto in the Securities Act (Alberta) (and, for greater certainty,
includes all partnerships (general or limited) and trusts directly or indirectly owned by DOF or Crossroads,
as the case may be);
“Superior Proposal” has the meaning set forth in Section 3.4(b)(v)(A);
“Tax” or “Taxes” shall mean all taxes, however denominated, including any interest, penalties or other
additions that may become payable in respect thereof, imposed by any federal, provincial, territorial, state,
local or foreign government or any agency or political subdivision of any such government, which taxes
shall include, without limiting the generality of the foregoing, all income or profits taxes (including, but not
limited to, federal income taxes and provincial income taxes), payroll and employee withholding taxes,
unemployment insurance, social insurance taxes, goods and services taxes, sales and use taxes, ad valorem
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personal property taxes, stamp taxes, environmental taxes, transfer taxes, capital taxes, workers
compensation and other governmental charges, and other obligations of the same or of a similar nature to
any of the foregoing, which DOF or Crossroads (or any of their respective Subsidiaries), as the case may
be, is required to pay, withhold, remit or collect;
“Tax Returns” shall mean all reports, estimates, elections, designations, forms, declarations of estimated
tax, information statements and returns relating to, or required to be filed in connection with, any Taxes;
“U.S. Exchange Act” means the United States Securities Exchange Act of 1934, as amended;
“U.S. Securities Act” means the United States Securities Act of 1933, as amended; and
“U.S. Securities Laws” means the federal and state securities legislation of the United States and all rules,
regulations and orders promulgated thereunder, as amended from time to time.
1.2

Interpretation Not Affected by Headings, etc.

The division of this Agreement into articles, sections and subsections is for convenience of
reference only and does not affect the construction or interpretation of this Agreement. The terms “this
Agreement”, “hereof”, “herein”, “hereto” and “hereunder” and similar expressions refer to this
Arrangement Agreement (including the Exhibits attached hereto) as may be amended, supplemented or
modified, and not to any particular article, section, Exhibit or other portion hereof.
1.3

Number, etc.

Words importing the singular number include the plural and vice versa, words importing
the use of any gender include all genders, and words importing persons include firms and corporations and
vice versa.
1.4

Date for Any Action

If any date on which any action is required to be taken hereunder by any of the Parties is
not a Business Day in the place where an action is required to be taken, such action is required to be taken
on the next succeeding day which is a Business Day in such place. Notwithstanding the foregoing, this
provision does not apply to the time periods set out in Section 3.4.
1.5

Entire Agreement

This Agreement, the Crossroads Disclosure Letter and the Confidentiality Agreement
constitute the entire agreement among the Parties pertaining to the subject matter hereof and supersede all
prior agreements, understandings, negotiations and discussions, whether oral or written, among the Parties
with respect to the subject matter hereof, including without limitation the Letter of Intent.
1.6

Currency

All references to “$” or sums of money that are referred to in this Agreement are expressed
in lawful money of Canada, unless specified otherwise.
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Disclosure in Writing

Reference to disclosure in writing herein shall, in the case of disclosure to DOF and/or
DCI, include disclosure in writing to DOF and/or DCI or their representatives, or in the case of disclosure
to Crossroads, include disclosure in writing to Crossroads or its representatives.
1.8

Interpretation Not Affected by Party Drafting

The Parties hereto acknowledge that their respective legal counsel have reviewed and
participated in settling the terms of this Agreement, and the Parties agree that any rule of construction to
the effect that any ambiguity is to be resolved against the drafting party will not be applicable in the
interpretation of this Agreement.
1.9

Trust Power and Capacity, Limitation of DCI Liability

In this Agreement, references to the power and capacity of DOF are deemed to be
references to that of DCI, or its duly authorized delegates or agents, pursuant to the powers of the
administrator specified in the DOF Declaration of Trust. DCI is entering this Agreement strictly in its
capacity as contract administrator and manager of DOF. DCI’s liability, and the aggregate joint and several
liability of DCI and DOF hereunder and in connection herewith, shall in any event, regardless of whether
by contract, tort or any legal theory whatsoever, be limited to DOF’s assets, property and undertaking.
1.10

Knowledge

In this Agreement, whenever a representation or warranty is made on the basis of the
knowledge or awareness of a Party, such knowledge or awareness consists only of the actual knowledge or
awareness, as of the date of this Agreement, of the executive officers (as such term is defined in Applicable
Canadian Securities Laws) of the Party (with officers of DCI, in their capacities as such, and not in their
personal capacities, being considered as officers of DOF for this purpose and the executive officers of
Caplink, in their capacities as such, and not in their personal capacities, considered as officers of Crossroads
for this purpose), and the knowledge that such Persons would have if they had conducted a reasonably
diligent inquiry into the relevant subject matter.
1.11

Exhibits
The following exhibits attached hereto are incorporated into and form an integral part of

this Agreement:
Exhibit “A” – Plan of Arrangement
Exhibit “B” – Form of Support Agreement
Exhibit “C” – Terms and Conditions of DOF Preferred Units
Exhibit “D” – Form of Warrant Indenture
Exhibit “E” – Illustrative Closing Date Net Working Capital and Direct Expenses
Calculation
1.12

Ordinary Course

In this Agreement, the phrase “ordinary course” or “ordinary course consistent with past
practices” means, with respect to an action taken by a Person, that such action is consistent in nature and
scope with the past practices of such Person and is taken in the ordinary course of the normal business and
operations of such Person.

- 11 ARTICLE 2
THE ARRANGEMENT
2.1
(a)

Plan of Arrangement
Subject to the steps and other matters set forth in the Plan of Arrangement, the Parties agree to
carry out the Arrangement pursuant to which, among other things, holders of Class A Shares of
Crossroads shall receive $1.00 in cash per Class A Share for an aggregate amount of $1,000 and
holders of Class B Shares of Crossroads shall receive, at their election (or deemed election) in the
manner more particularly set forth in the Plan of Arrangement, the following:
(i)

cash in the amount equal to the Cash Consideration Exchange Ratio, as the same may be
adjusted by the Adjusted Exchange Ratio, for every one (1) Class B Share, up to a
maximum of $10,000,000 (the “Cash Consideration”); and

(ii)

to the extent that Cash Consideration is oversubscribed, DOF Preferred Units, in the
amount equal to the DOF Preferred Unit Consideration Exchange Ratio, as the same may
be adjusted by the Adjusted Exchange Ratio, for every one (1) Class B Share, up to a
maximum of 4,000,000 DOF Preferred Units (the “Preferred Unit Consideration”);
OR

(iii)

DOF Units and DOF Warrants, in the amount equal to the Equity Consideration Exchange
Ratio, as the same may be adjusted by the Adjusted Exchange Ratio, for every one (1)
Class B Share (the “Equity Consideration”).

(b)

Any holder of Class B Shares of Crossroads who fails to make an election within the timeframe
prescribed by the Plan of Arrangement shall be deemed to have elected to receive Equity
Consideration.

(c)

If the Cash Consideration and the Preferred Unit Consideration is oversubscribed by electing Class
B Shareholders, such Class B Shareholders shall receive Equity Consideration for such
oversubscribed amounts and their entitlement to the Cash Consideration and the Preferred Unit
Consideration shall be allocated on a pro rata basis.

(d)

The Cash Consideration Exchange Ratio, the DOF Preferred Unit Consideration Exchange Ratio
and the Equity Consideration Exchange Ratio shall be adjusted by the Adjusted Exchange Ratio (if
any).

(e)

The Arrangement shall be structured such that, assuming the Court approves the Arrangement, the
issuance of the DOF Units issuable to the Crossroads Shareholders under the Arrangement will not
require registration under the U.S. Securities Act, in reliance on Section 3(a)(10) of the U.S.
Securities Act.

(f)

Crossroads shall, with assistance from and the participation of DOF and DCI, file, proceed with
and diligently prosecute an application for the Interim Order providing for, among other things, the
calling and holding of the Crossroads Meeting for the purpose of considering and, if deemed
advisable, approving (among other things) the Arrangement Resolution and related matters to be
considered at the Crossroads Meeting.

- 12 (g)

Provided all necessary approvals for the Arrangement Resolution are obtained from the Crossroads
Shareholders (voting as a single class or in such other manner as the Court may direct), Crossroads
shall, with assistance from and the participation of DOF and DCI, submit the Arrangement to the
Court and apply for the Final Order.

(h)

Upon issuance of the Final Order and subject to the conditions precedent in Article 5, each of DOF
and DCI on the one hand and Crossroads on the other hand shall execute and deliver such closing
documents and instruments and forthwith proceed at the Closing Time to file the Articles of
Arrangement, the Final Order and such other documents as may be required to give effect to the
Arrangement with the Registrar pursuant to Subsection 193(9) of the ABCA, whereupon the
transactions comprising the Arrangement shall occur and shall be deemed to have occurred in the
order set out therein without any further act or formality.

2.2

Interim Order
The Interim Order shall provide:

(a)

that the securities of Crossroads for which holders shall be entitled to vote on the Arrangement
Resolution at the Crossroads Meeting shall be the Crossroads Shares (voting as a single class or in
such other manner as the Court may direct);

(b)

that each Crossroads Shareholder shall be entitled to one vote for each Crossroads Share held by
such holder;

(c)

for the grant of the Dissent Rights in the manner contemplated in the Plan of Arrangement and the
Interim Order;

(d)

that the requisite majority for the approval of the Arrangement Resolution shall be: (i) two-thirds
of the votes cast by Crossroads Shareholders (voting as a single class or in such other manner as
the Court may direct) present in person or by proxy at the Crossroads Meeting; and (ii) any other
vote required by Law; and

(e)

for the notice requirements with respect to the presentation of the application to the Court for the
Final Order; and

(f)

that the Crossroads Meeting may be adjourned or postponed from time to time by Crossroads with
the consent of DOF and DCI, and such consent shall not be unreasonably withheld, conditioned or
delayed, without the need for additional approval of the Court.

2.3

Information Circular and Meeting

As promptly as practicable following the execution of this Agreement and in compliance
with the Interim Order and Applicable Laws, including Applicable Canadian Securities Laws and
applicable U.S. Securities Laws, Crossroads shall, with assistance from and the participation of DOF and
DCI: (i) prepare the Crossroads Information Circular and cause such circular to be mailed to the Crossroads
Shareholders and filed with applicable regulatory authorities and other Governmental Entities in all
jurisdictions where the same is required to be mailed and filed; and (ii) call and give notice of the Crossroads
Meeting.
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Effective Date

The Arrangement shall become effective at the Effective Time on the Effective Date. The
Parties shall use their reasonable commercial efforts to cause the Effective Date to occur no later than May
16, 2022 (unless further extended by mutual agreement of the Parties in writing).
2.5

Indemnities, Directors’ and Officers’ Insurance and Crossroad Agreements and
Undertakings

(a)

Each of DOF and DCI agree that, after the Effective Time, the Corporation and its respective
successors will not take any action to terminate or adversely affect, and will fulfill its obligations
pursuant to, indemnities provided or available to or in favour of past and present officers and
directors of the Corporation pursuant to the provisions of the articles, by-laws or other constating
documents of the Corporation, applicable corporate legislation and any written indemnity
agreements (and each of them), which have been entered into between the Corporation and their
past or current officers or directors effective on or prior to the date hereof.

(b)

Prior to the Effective Date, the Corporation shall be entitled to secure “run off” directors’ and
officers’ liability insurance for its past and present officers and directors, covering claims made
prior to or within six (6) years after the Effective Date which has a scope and coverage no less
advantageous in scope and coverage to that provided pursuant to the Corporation’s current
directors’ and officers’ insurance policy and each of DOF and DCI agrees to not take or permit any
action to be taken by or on behalf of the Corporation, as applicable, following the Effective Date
to terminate or adversely affect such directors’ and officers’ insurance, provided for clarity that the
costs of such insurance shall be included in the determination of Net Working Capital.
ARTICLE 3
COVENANTS

3.1

Covenants of DOF

From the date hereof until the Effective Date or termination of this Agreement, except with
the prior written consent of Crossroads (such consent not to be unreasonably withheld or delayed), and
except as otherwise expressly permitted or specifically contemplated by this Agreement (including the Plan
of Arrangement) or required by Applicable Laws:
(a)

DOF’s affairs and business shall be conducted in the usual and ordinary course consistent with past
practices and it shall use all commercially reasonable efforts to maintain and preserve its business,
assets and advantageous business relationships; provided that this Section 3.1(a) shall not restrict
DOF from entering into or performing any contract, agreement, commitment or arrangement with
respect to the acquisition or disposition of, or resolving to acquire or dispose of, any assets or
properties in any manner, or conducting any financing activities in any manner, or taking any action
that is not in the usual and ordinary course or that is not consistent with past practices, provided
that the doing of any such thing does not have a Material Adverse Effect on DOF;

(b)

other than as contemplated under the Arrangement, DOF shall not, and shall not permit any of its
Subsidiaries to, directly or indirectly, do or permit to occur any of the following: (i) declare, set
aside or pay any dividend or distribution or make any other payment (whether in cash, DOF Units,
shares or property) in respect of its outstanding securities, except as may otherwise be required
under the terms of any securities or notes of DOF or its Subsidiaries, if any; (ii) split, combine or
reclassify any of the outstanding DOF Units without making an anti-dilutive adjustment to the
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providing for its liquidation or dissolution; (iv) except to authorize and create the DOF Preferred
Units, amend its constating documents; or (v) enter into or modify any contract, agreement,
commitment or arrangement with respect to any of the foregoing; provided that this Section 3.1(b)
shall not restrict DOF or any Subsidiary of DOF from entering into or performing any contract,
agreement, commitment or arrangement with respect to the acquisition or disposition of, or
resolving to acquire or dispose of, any assets or properties in any manner, or conducting any
financing activities in any manner, or taking any action that is not in the usual and ordinary course
or that is not consistent with past practices, provided that the doing of any such thing does not have
a Material Adverse Effect on DOF;
(c)

DOF shall promptly, upon becoming aware, notify Crossroads in writing of any material change
(actual, anticipated, contemplated or, to the knowledge of DOF, threatened, financial or otherwise)
in its business, operations, affairs, assets, capitalization, financial condition, prospects, licenses,
permits, rights, privileges or liabilities, whether contractual or otherwise, or of any change in any
representation or warranty provided by DOF in this Agreement, which change is or may be of such
a nature to render any representation or warranty misleading or untrue in any material respect, and
in any case which would have a Material Adverse Effect on DOF, and DOF shall in good faith
discuss with Crossroads any change (actual, anticipated, contemplated, or to the knowledge of
DOF, threatened) which is of such a nature that there may be a reasonable question as to whether
notice need to be given to Crossroads pursuant to this provision;

(d)

DOF shall use its reasonable commercial efforts to obtain the consent of any third parties required
for the transactions contemplated hereby and provide the same to Crossroads on or prior to the
Effective Date;

(e)

DOF shall use its reasonable commercial efforts to satisfy or cause satisfaction of the conditions
set forth in Sections 5.1 and 5.3 as soon as reasonably practicable following execution of this
Agreement to the extent that the satisfaction of the same is within the control of DOF;

(f)

DOF will assist Crossroads in the preparation of the Crossroads Information Circular and provide
to Crossroads, in a timely manner, all information as may be reasonably requested by Crossroads
with respect to DOF and its directors and officers for inclusion in the Crossroads Information
Circular and any amendments or supplements thereto, in each case complying in all material
respects with all applicable legal requirements on the date of issue thereof and to enable Crossroads
to meet the standard referred to in Section 3.2(i) with respect to DOF, the Arrangement and the
transactions to be considered at the Crossroads Meeting;

(g)

DOF shall indemnify and save harmless Crossroads and the directors, officers and agents of
Crossroads from and against any and all liabilities, claims, demands, losses, costs, damages and
expenses (excluding any loss of profits or consequential damages) to which Crossroads, or any
director, officer or agent thereof, may be subject or which Crossroads, or any director, officer or
agent thereof may suffer, whether under the provisions of any statute or otherwise, in any way
caused by, or arising, directly or indirectly, from or in consequence of:
(i)

any misrepresentation or alleged misrepresentation in the Crossroads Information Circular
or in any material filed by DOF or on behalf of DOF in compliance or intended compliance
with any Applicable Laws;

(ii)

any order made or any inquiry, investigation or proceeding by any securities commission
or other competent authority based upon any untrue statement or omission or alleged untrue
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misrepresentation in the Crossroads Information Circular or in any material filed by or on
behalf of DOF in compliance or intended compliance with Applicable Canadian Securities
Laws and U.S. Securities Laws, which prevents or restricts the trading in the DOF Units;
and
(iii)

DOF not complying with any requirement of Applicable Laws in connection with the
transactions contemplated in this Agreement;

except that DOF shall not be liable in any such case to the extent that any such liabilities, claims,
demands, losses, costs, damages and expenses arise out of or are based upon (A) any
misrepresentation or alleged misrepresentation of a material fact that is not contained solely within
the DOF Information included in the Crossroads Information Circular, or (B) the negligence of
Crossroads;
(h)

except for non-substantive communications with securityholders, DOF will furnish promptly to
Crossroads or Crossroads’s counsel a copy of each notice, report, schedule or other document
delivered, filed or received by DOF in connection with: (i) the Arrangement; (ii) any filings under
Applicable Laws in connection with the transactions contemplated hereby; and (iii) any dealings
with Governmental Entities in connection with the transactions contemplated hereby;

(i)

DOF will make all necessary filings and applications under Applicable Laws, including Applicable
Canadian Securities Laws and U.S. Securities Laws, required to be made on the part of DOF in
connection with the transactions contemplated herein and shall take all reasonable action necessary
to be in compliance with such Applicable Laws;

(j)

DOF shall not knowingly take any action, refrain from taking any action, permit any action to be
taken or not taken, inconsistent with this Agreement, which might reasonably by expected to
directly or indirectly interfere or affect the consummation of the Arrangement, and DOF shall take
all commercially reasonable actions to give effect to the transactions contemplated by this
Agreement and the Arrangement; and

(k)

upon the termination or replacement of an officer or director of Crossroads, as applicable, in either
case in conjunction with and as part of the Plan of Arrangement, DOF and DCI shall provide duly
executed copies of the Mutual Releases applicable to such officers and directors.

3.2

Covenants of Crossroads

From the date hereof until the Effective Date or termination of this Agreement, except with
the prior written consent of DOF (such consent not to be unreasonably withheld or delayed), except as
otherwise expressly permitted or specifically contemplated by this Agreement (including the Plan of
Arrangement and the Crossroads Disclosure Letter) or required by Applicable Laws:
(a)

Crossroads’s affairs and the business of Crossroads and Crossroads’s Subsidiary shall be conducted
only in the usual and ordinary course consistent with past practices and it shall use all commercially
reasonable efforts to maintain and preserve its business, assets and advantageous business
relationships, provided that it shall be entitled and authorized to comply with all pre-emptive rights,
first purchase rights or rights of first refusal that are applicable to its assets and that become
operative by virtue of this Agreement or any of the transactions contemplated by this Agreement;
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other than as contemplated under the Arrangement or as set forth in the Crossroads Disclosure
Letter, Crossroads shall not, and shall not permit its Subsidiary to, directly or indirectly, do or
permit to occur any of the following: (i) except as it relates to the Article Amendment (which shall
only be effective in the event of the termination of this Agreement) amend its constating documents;
(ii) declare, set aside or pay any dividend or distribution or make any other payment (whether in
cash, shares or property) in respect of its outstanding securities; (iii) issue or agree to issue, grant,
sell or pledge any Crossroads Shares or other securities of Crossroads or its Subsidiary including,
without limitation, securities convertible into or exchangeable or exercisable for Crossroads Shares,
or otherwise evidencing a right to acquire Crossroads Shares; (v) redeem, purchase or otherwise
acquire any of the outstanding Crossroads Shares or other securities; (vi) split, combine or
reclassify any of the Crossroads Shares or other securities of Crossroads; (vii) adopt a plan of
liquidation or resolutions providing for its liquidation, dissolution, merger, consolidation or
reorganization; (viii) adopt, implement or enter into any shareholder rights plan or similar plan (or
resolve to do so); or (ix) enter into or modify any contract, agreement, commitment or arrangement
with respect to any of the foregoing;

(c)

except as it relates to the underwriting, renewal, refinancing, maturity (including repayment),
foreclosures or syndications of mortgages, or other matters related or incidental to Crossroads’s
mortgage business (including that of its Subsidiary), in the ordinary course, Crossroads will not,
and will not permit its Subsidiary to, directly or indirectly, do or permit to occur any of the
following: (i) sell, pledge, dispose of or encumber any assets, except in the ordinary course, having
a value or for consideration in excess of $10,000 individually or $25,000 in the aggregate;
(ii) expend or commit to expend more than $10,000 individually or $25,000 in the aggregate with
respect to any capital expenditures; (iii) expend or commit to expend any amounts with respect to
any operating expenses other than in the ordinary course of business or pursuant to the
Arrangement; (iv) reorganize, amalgamate, merge or otherwise combine Crossroads or its
Subsidiary with any other Person; (v) acquire (by merger, amalgamation, consolidation or
acquisition of shares or assets) any corporation, trust, partnership or other business organization or
division thereof which is not a Subsidiary or affiliate of Crossroads, or make any investment therein
either by purchase of shares or securities, contributions of capital or property transfer; (vi) acquire
any assets with an acquisition cost in excess of $10,000 individually or $25,000 in the aggregate;
(vii) incur any indebtedness for borrowed money in excess of existing credit facilities, or incur any
other material indebtedness, liability or obligation or issue any debt securities or assume, guarantee,
endorse or otherwise become responsible for the obligations of any other individual or entity, or
make any loans or advances, other than in respect of fees and expenses that are incurred and are
payable in connection with the Arrangement; (viii) authorize, recommend or propose any release
or relinquishment of any material contract right; (ix) waive, release, grant or transfer any material
rights of value or modify or change in any material respect any existing material license, lease,
contract or other material document; (x) pay, discharge or satisfy any material claims, liabilities or
obligations other than as reflected or reserved against in the Crossroads Financial Statements or
otherwise in the ordinary course of business; (xi) enter into or terminate any hedges, swaps or other
financial instruments or like transactions; (xii) enter into any consulting or contract operating
agreement that cannot be terminated on 30 days or less notice without penalty; or (xiii) authorize
or propose any of the foregoing, or enter into or modify any contract, agreement, commitment or
arrangement to do any of the foregoing;

(d)

Crossroads shall use its reasonable commercial efforts to cause its current insurance (or
reinsurance) policies not to be cancelled or terminated or any of the coverage thereunder to lapse,
unless simultaneously with such termination, cancellation or lapse, replacement policies
underwritten by insurance or re-insurance companies of nationally recognized standing providing
coverage equal to or greater than the coverage under the cancelled, terminated or lapsed policies
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in respect of such insurance policies that become due after the date hereof, and Crossroads shall
consult with DOF with respect to all such matters prior to taking any action in respect thereof;
(e)

Crossroads shall promptly, upon becoming aware, notify DOF in writing of any material change
(actual, anticipated, contemplated or, to the knowledge of Crossroads, threatened, financial or
otherwise) in its business, operations, affairs, assets, capitalization, financial condition, prospects,
licenses, permits, rights, privileges or liabilities, whether contractual or otherwise, or of any change
in any representation or warranty provided by Crossroads in this Agreement, which change is or
may be of such a nature to render any representation or warranty misleading or untrue in any
material respect, and Crossroads shall in good faith discuss with DOF any change (actual,
anticipated, contemplated, or to the knowledge of Crossroads, threatened) which is of such a nature
that there may be a reasonable question as to whether notice need to be given to DOF pursuant to
this provision;

(f)

Crossroads shall use its reasonable commercial efforts to obtain the consent of any third parties
required for the transactions contemplated hereby and provide the same to DOF on or prior to the
Effective Date;

(g)

Crossroads shall use its reasonable commercial efforts to satisfy or cause satisfaction of the
conditions set forth in Sections 5.1 and 5.2 as soon as reasonably practicable following execution
of this Agreement to the extent that the satisfaction of the same is within the control of Crossroads;

(h)

Crossroads shall call and hold the Crossroads Meeting as contemplated herein, shall provide notice
to DOF of the Crossroads Meeting and allow DOF’s representatives to attend such meeting;

(i)

subject to compliance by DOF with Section 3.1(e), Crossroads will ensure that the Crossroads
Information Circular provides Crossroads Shareholders with information in sufficient detail to
permit them to form a reasoned judgment concerning the matters before them, and will set out the
DOF Information in the Crossroads Information Circular in the form approved by DOF, acting
reasonably, and shall include or incorporate by reference, without limitation: (i) any financial
statements in respect of prior acquisitions made by Crossroads or DOF that are required to be
included therein in accordance with Applicable Laws; (ii) the unanimous determination (subject to
the abstention of Steve Allan) of the Crossroads Board of Directors that the Arrangement is fair to
Crossroads Shareholders and is in the best interests of Crossroads and Crossroads Shareholders,
and include the unanimous (subject to the abstention of Steve Allan) recommendation of the
Crossroads Board of Directors that the Crossroads Shareholders vote in favour of the Arrangement
Resolution; and (iii) the Crossroads Fairness Opinion; provided that, notwithstanding the covenants
of Crossroads in this subsection, prior to the completion of the Arrangement, the Crossroads Board
of Directors may withdraw, modify or change the recommendation regarding the Arrangement if,
in the opinion of the Crossroads Board of Directors acting reasonably, having received the advice
of its outside legal counsel which is reflected in minutes of the meeting of the Crossroads Board of
Directors, such withdrawal, modification or change is required to act in a manner consistent with
the fiduciary duties of the Crossroads Board of Directors and, if applicable, provided the Crossroads
Board of Directors shall have complied with the provisions of Sections 3.4 and 6.1;

(j)

Crossroads shall indemnify and save harmless DOF and the directors, officers and agents of DOF
and DCI, as applicable, from and against any and all liabilities, claims, demands, losses, costs,
damages and expenses (excluding any loss of profits or consequential damages) to which DOF or
DCI, or any director, officer or agent thereof, may be subject or which DOF or DCI, or any director,
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way caused by, or arising, directly or indirectly, from or in consequence of:
(i)

any misrepresentation or alleged misrepresentation in the Crossroads Information Circular
or in any material filed by or on behalf of Crossroads in compliance or intended compliance
with any Applicable Laws;

(ii)

any order made or any inquiry, investigation or proceeding by any securities commission
or other competent authority based upon any untrue statement or omission or alleged untrue
statement or omission of a material fact or any misrepresentation or any alleged
misrepresentation in the Crossroads Information Circular or in any material filed by or on
behalf of Crossroads in compliance or intended compliance with Applicable Canadian
Securities Laws and U.S. Securities Laws, which prevents or restricts the trading in the
Crossroads Shares; and

(iii)

Crossroads not complying with any requirement of Applicable Laws in connection with
the transactions contemplated in this Agreement;

except that Crossroads shall not be liable in any such case to the extent that any such liabilities,
claims, demands, losses, costs, damages and expenses arise out of or are based upon (A) any
misrepresentation or alleged misrepresentation of a material fact based solely on the DOF
Information included in the Crossroads Information Circular, or (B) the negligence of DOF;
(k)

except for non-substantive communications with securityholders, Crossroads will furnish promptly
to DOF or DOF’s counsel a copy of each notice, report, schedule or other document delivered, filed
or received by Crossroads in connection with: (i) the Arrangement; (ii) the Crossroads Meeting;
(iii) any filings under Applicable Laws in connection with the transactions contemplated hereby;
and (iv) any dealings with Governmental Entities in connection with the transactions contemplated
hereby;

(l)

Crossroads shall solicit proxies to be voted at the Crossroads Meeting in favour of matters to be
considered at the Crossroads Meeting, including the Arrangement Resolution;

(m)

Crossroads shall conduct the Crossroads Meeting in accordance with the articles, by-laws, and other
constating documents of Crossroads and any instrument governing the Crossroads Meeting
(including, without limitation, the Interim Order), as applicable, and as otherwise required by
Applicable Laws;

(n)

Crossroads will make all necessary filings and applications under Applicable Laws, including
Applicable Canadian Securities Laws and U.S. Securities Laws, required to be made on the part of
Crossroads in connection with the transactions contemplated herein and shall take all reasonable
action necessary to be in compliance with such Applicable Laws;

(o)

Crossroads shall promptly advise DOF of the number of Crossroads Shares for which Crossroads
receives notices of dissent or written objections to the Arrangement and provide DOF with copies
of such notices and written objections;

(p)

Crossroads shall use its commercially reasonable efforts to cause the resignation of all of the
directors and, if applicable, officers of Crossroads and its Subsidiary at the Effective Time (and for
such directors and officers to provide releases in form and substance satisfactory to DOF and DCI,
each acting reasonably); and
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Crossroads shall not knowingly take any action, refrain from taking any action, permit any action
to be taken or not taken, inconsistent with this Agreement, which might reasonably be expected to
directly or indirectly interfere or affect the consummation of the Arrangement, and Crossroads shall
take all commercially reasonable actions to give effect to the transactions contemplated by this
Agreement and the Arrangement.

3.3

Mutual Covenants Regarding the Arrangement

From the date hereof until the Effective Date, each of DOF, DCI and Crossroads will use
its reasonable commercial efforts to satisfy (or cause the satisfaction of) the conditions precedent to its
obligations hereunder and to take, or cause to be taken, all other action and to do, or cause to be done, all
other things necessary, proper or advisable under Applicable Laws to complete the Arrangement, including,
without limitation, using reasonable commercial efforts:
(a)

to obtain all necessary waivers, consents and approvals required to be obtained by it from other
parties to loan agreements, leases and other contracts;

(b)

to obtain all necessary consents, assignments, waivers and amendments to or terminations of any
instruments and take such measures as may be appropriate to fulfill its obligations hereunder and
to carry out the transactions contemplated hereby;

(c)

to effect all necessary registrations and filings and submissions of information requested by
Governmental Entities or required to be effected by it in connection with the Arrangement, and to
obtain all necessary consents, waivers and approvals required to be obtained by it in connection
with the Arrangement, and each of DOF and Crossroads will use its reasonable commercial efforts
to cooperate with the other in connection with the performance by the other of their obligations
under this Section 3.3 including, without limitation, assisting with the preparation and filing of any
applications and continuing to provide reasonable access to information and to maintain ongoing
communications as between officers of DCI and Crossroads, subject in all cases to the
Confidentiality Agreement; and

(d)

cause the mailing of the Crossroads Information Circular to the Crossroads Shareholders to occur
no later than March 15, 2022 (unless further extended by mutual agreement of the Parties in
writing).

3.4

Crossroads Covenants Regarding Non-Solicitation

(a)

Crossroads shall immediately cease and cause to be terminated all existing discussions and
negotiations (including, without limitation, through any advisors or other parties on its behalf), if
any, with any parties conducted before the date of this Agreement with respect to any Acquisition
Proposal and shall immediately request the return or destruction of all information provided to any
third parties who have entered into a confidentiality agreement with Crossroads relating to an
Acquisition Proposal and shall use all reasonable commercial efforts to ensure that such requests
are honoured.

(b)

Crossroads shall not, directly or indirectly, do or authorize or permit any of its officers, directors
or employees or any financial advisor, expert or other representative retained by it to do, any of the
following:
(i)

solicit, knowingly facilitate, initiate or encourage any Acquisition Proposal;
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enter into or participate in any discussions or negotiations regarding an Acquisition
Proposal, or furnish to any other Person any information with respect to its businesses,
properties, operations, prospects or conditions (financial or otherwise) in connection with
an Acquisition Proposal or otherwise cooperate in any way with, or assist or participate in,
facilitate or encourage, any effort or attempt of any other Person to do or seek to do any of
the foregoing;

(iii)

waive, or otherwise forbear in the enforcement of, or enter into or participate in any
discussions, negotiations or agreements to waive or otherwise forbear in respect of, any
rights or other benefits under confidential information agreements, including, without
limitation, any “standstill provisions” thereunder; or

(iv)

accept, recommend, approve or enter into an agreement (other than any confidentiality
agreement contemplated in Section 3.4(b)(v) below) to implement an Acquisition
Proposal;

provided, however, that notwithstanding any other provision hereof, Crossroads and its officers,
directors and advisors may:
(v)

enter into or participate in any discussions or negotiations with a third party who (without
any solicitation, initiation or encouragement, directly or indirectly, after the date of this
Agreement, or any other breach of this Section 3.4, by Crossroads or any of its officers,
directors or employees or any financial advisor, expert or other representative retained by
it) seeks to initiate such discussions or negotiations and, subject to execution of a
confidentiality and standstill agreement substantially similar to the Confidentiality
Agreement (provided that such confidentiality agreement shall provide for disclosure
thereof (along with all information provided thereunder) to DOF and DCI as set out below),
may furnish to such third party information concerning Crossroads and its business,
properties and assets, in each case if, and only to the extent that:
(A)

the third party has first made a written bona fide Acquisition Proposal which the
Crossroads Board of Directors determines in good faith: (1) that funds or other
consideration necessary for the consummation of such Acquisition Proposal are
available or that adequate financing arrangements will be in place to ensure that
the third party will have the funds necessary for the consummation of the
Acquisition Proposal; (2) (after consultation with its financial advisor) would, if
consummated in accordance with its terms, result in a transaction financially
superior for Crossroads Shareholders than the transaction contemplated by this
Agreement; (3) is reasonably capable of completion in accordance with its terms
taking into account all legal, financial, regulatory and other aspects of such
Acquisition Proposal; and (4) after receiving the advice of outside counsel as
reflected in minutes of the Crossroads Board of Directors, that the taking of such
action is necessary for the Crossroads Board of Directors in discharge of its
fiduciary duties under Applicable Laws (a “Superior Proposal”); and

(B)

prior to furnishing such information to or entering into or participating in any such
discussions or negotiations with such third party, Crossroads provides prompt
notice to DOF and DCI to the effect that it is furnishing information to or entering
into or participating in discussions or negotiations with such Person together with
a copy of the confidentiality agreement referenced above and, if not previously
provided to DOF and DCI, copies of all information provided to such third party
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provided further that Crossroads shall notify DOF and DCI orally as soon as
practicable and in writing within 24 hours of the receipt thereof, of any inquiries,
offers or proposals with respect to a Superior Proposal (which written notice shall
include, without limitation, a copy of any such proposal (and any amendments or
supplements thereto), the identity of the Person making it, copies of all information
provided to such Party (if not previously provided to DOF and DCI), and all other
information reasonably requested by DOF and DCI), and Crossroads shall keep
DOF and DCI informed of the status and details of any such inquiry, offer or
proposal and answer DOF’s and DCI’s questions with respect thereto; and

(c)

(vi)

comply with NI 62-104 and similar provisions under Applicable Canadian Securities Laws
relating to the provision of directors’ circulars and make appropriate disclosure with
respect thereto to its securityholders; and

(vii)

accept, recommend, approve or enter into an agreement to implement a Superior Proposal
from a third party, but only if prior to such acceptance, recommendation, approval or
implementation, the Crossroads Board of Directors shall have concluded in good faith,
after considering all proposals to adjust the terms and conditions of this Agreement as
contemplated by Section 3.4(c) and after receiving the written advice of outside counsel as
reflected in minutes of the Crossroads Board of Directors, that the taking of such action is
necessary for the Crossroads Board of Directors in discharge of its fiduciary duties under
Applicable Laws and Crossroads complies with its obligations set forth in Section 3.4(c)
and terminates this Agreement in accordance with Section 8.1(d) and concurrently
therewith pays the amount required by Section 6.1 to DOF.

Crossroads shall give DOF and DCI, orally and in writing, a period ending on the later of (i) 72
hours from the time such notice is provided by Crossroads to DOF and DCI, and (ii) 5:00 p.m.
(Calgary time) on the second Business Day following the date on which such notice is provided
(such applicable time period, or such longer period as may be provided by Crossroads, is referred
to as the “Notice Period”), of any decision by the Crossroads Board of Directors to accept,
recommend, approve or enter into an agreement to implement a Superior Proposal, which notice
shall confirm that the Crossroads Board of Directors has determined that such Acquisition Proposal
constitutes a Superior Proposal, shall identify the third party making the Superior Proposal, and
shall include a true and complete copy of such Superior Proposal and any amendments thereto.
During such Notice Period, Crossroads agrees not to accept, recommend, approve or enter into any
agreement to implement such Superior Proposal and not to release the party making the Superior
Proposal from any standstill provisions and shall not withdraw, redefine, modify or change its
recommendation in respect of the Arrangement. In addition, during such Notice Period Crossroads
shall, and shall cause its financial and legal advisors to, negotiate in good faith with DOF and its
financial and legal advisors to make such adjustments in the terms and conditions of this Agreement
and the Arrangement as would enable Crossroads to proceed with the Arrangement as amended
rather than the Superior Proposal. In the event DOF or DCI proposes to amend this Agreement and
the Arrangement to provide Crossroads Shareholders with a value per Crossroads Share equal to
or having a value greater than the value per Crossroads Share provided in the Superior Proposal
and so advises the Crossroads Board of Directors prior to the expiry of such Notice Period, the
Crossroads Board of Directors shall not accept, recommend, approve or enter into any agreement
to implement such Superior Proposal, shall not release the party making the Superior Proposal from
any standstill provisions and shall not withdraw, redefine, modify or change its recommendation in
respect of the Arrangement, and Crossroads shall enter into an amended version of this Agreement
with DOF and DCI to give effect to such amendment.
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Crossroads and DCI agree that all information that may be provided to DCI by Crossroads with
respect to any Superior Proposal pursuant to this Section 3.4 shall be treated as if it were
“Confidential Information” as that term is defined in the Confidentiality Agreement and shall not
be disclosed or used except in accordance with the provisions of the Confidentiality Agreement or
in order to enforce its rights under this Agreement in legal proceedings.

(e)

Each Party shall ensure that its officers, directors and employees and any investment bankers or
other advisors or representatives retained by it are aware of the provisions of this Section 3.4
applicable to such Party. Each Party shall be responsible for any breach of this Section 3.4 by such
Party’s officers, directors, employees, investment bankers, advisers or representatives.

3.5

Covenants Regarding Closing Date Net Working Capital and Direct Expenses

The Corporation, DOF and DCI shall work in good faith to determine the amount of the Closing Date Net
Working Capital and Direct Expenses for the twelve month period prior to the Effective Date, on or before
the date that is five (5) Business Days prior to the expected Effective Date, and in substantial accordance
with the manner and methodologies set forth in Exhibit “E” hereto (which Schedule is for illustrative
purposes only), and provided that:
(a)

if, on or before the date that is five (5) Business Days prior to the Effective Date, each of the
Corporation, DOF and DCI mutually agree on the amount of the Closing Date Net Working Capital
and Direct Expenses for the twelve month period prior to the Effective Date, such amounts shall,
for all purposes, be the amount of the Closing Date Net Working Capital and Direct Expenses for
the twelve month period prior to the Effective Date; and

(b)

if, on or before the date that is five (5) Business Days prior to the Effective Date, each of the
Corporation, DOF and DCI do not mutually agree as to the amount of the Closing Date Net
Working Capital and Direct Expenses for the twelve month period prior to the Effective Date, the
Parties shall promptly thereafter retain MNP LLP or BDO Canada LLP (the “Accounting
Referee”) to determine the same. The Parties will direct the Accounting Referee to review this
Agreement and the items or amounts to which the applicable Party took exception for the purpose
of calculating the Closing Date Net Working Capital and Direct Expenses for the twelve month
period prior to the Effective Date (it being understood that in making such calculation, the
Accounting Referee shall be functioning as an expert and not as an arbitrator). The Accounting
Referee shall be instructed to deliver to the Parties, as promptly as practicable (but in any case, no
later than 30 days from the date of engagement of the Accounting Referee), a report setting forth
such calculation. Such report shall be final and binding upon the Parties. The cost of such review
and report shall be borne equally by the Parties (but shall not, for this purpose, be taken into account
in determining the Closing Date Net Working Capital).

3.6

Provision of Information; Access

From and after the date hereof, Crossroads shall use its commercially reasonable efforts to
cause to provide DOF and its representatives access, during normal business hours and at such other time
or times as DOF may reasonably request, to Caplink’s premises, and the applicable books, contracts,
records, properties, employees and management personnel with respect to Crossroads and shall furnish, or
use its commercially reasonable efforts to cause Caplink to furnish, promptly to DOF all information
concerning its business, properties and personnel as DOF may reasonably request, which information shall
remain subject to the Confidentiality Agreement, in order to permit DOF to be in a position to expeditiously
and efficiently integrate the business and operations of Crossroads immediately upon but not prior to the
Effective Date.
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Confidentiality

Notwithstanding the Confidentiality Agreement, the Parties acknowledge that Crossroads
may disclose the terms and conditions of the Arrangement to:
(a)

Caplink (including its counsel);

(b)

any party (including counsel) that is involved in any litigation involving Crossroads or any of its
current or former directors, for the purpose of engaging in discussions or negotiations in connection
with any settlement, revocation or withdrawal of all currently outstanding lawsuits against
Crossroads and/or any of its current or former directors; and

(c)

any proxy solicitation agent for Crossroads in connection with the Crossroads Meeting;

(d)

the Court or any other legal or regulatory body or agency having jurisdiction over the transactions
contemplated hereby;

(e)

the Crossroads Shareholders (including their respective legal, financial and other advisors); and

(f)

each Party’s auditor and third party financial and accounting advisors (including, in the case of
Crossroads, PricewaterhouseCoopers LLP).
ARTICLE 4
REPRESENTATIONS AND WARRANTIES

4.1

Representations and Warranties of DOF and DCI

DOF and DCI hereby jointly and severally make the representations and warranties set
forth in this Section 4.1 to and in favour of Crossroads and acknowledge that Crossroads is relying upon
such representations and warranties in connection with the matters contemplated by this Agreement (and
for the purposes of this Section 4.1, all references to DOF shall be deemed to be individual references to
DOF and each of its Subsidiaries (direct or indirect), and all references to Material Adverse Effect or similar
expressions on DOF, shall be deemed to refer to DOF and its Subsidiaries (direct or indirect), taken as a
whole, except where the context requires otherwise).
(a)

Organization and Qualification. DOF is a trust duly created and validly existing under the Laws of
the jurisdiction of its formation and has the requisite trust power and authority to own its assets and
to conduct its affairs as now conducted. DCI is a corporation duly incorporated or amalgamated
and validly existing under the Laws of its jurisdiction of incorporation and has the requisite
corporate power and authority to own its assets as now owned and to carry on its business as now
conducted. Each Subsidiary of DOF that is a partnership, limited partnership or other form of entity
has been duly created and validly existing under the Laws of its jurisdiction of formation, and has
the requisite power and authority to own its assets and to carry on its business as now conducted
by such entity. DOF and each of its Subsidiaries is duly registered to conduct its affairs or do
business, as applicable, in each jurisdiction in which the character of its assets, owned or leased, or
the nature of its activities makes such registration necessary, except where the failure to be so
registered would not have a Material Adverse Effect on DOF. Copies of the constating documents
of DOF and DCI (including without limitation the DOF Material Agreements) provided to
Crossroads, together with all amendments to date, are accurate and complete as of the date hereof
and have not been amended or superseded.
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Authority Relative to this Agreement. DCI has been duly appointed as the administrator and
manager of DOF and has the requisite corporate power and authority to execute this Agreement on
its own behalf and on behalf of DOF, and each of DOF and DCI has the requisite trust or corporate
power and authority, as applicable, to carry out its obligations hereunder. The execution and
delivery of this Agreement and the consummation by DOF and DCI of the Arrangement have been
duly authorized by the DOF Board of Trustees and no other proceedings on the part of DOF or DCI
are necessary to authorize this Agreement or the Arrangement. This Agreement has been duly
executed and delivered by each of DOF and DCI and constitutes a legal, valid and binding
obligation of each of DOF and DCI enforceable against each of them in accordance with its terms,
subject to the qualification that such enforceability may be limited by bankruptcy, insolvency,
fraudulent transfer, reorganization, moratorium or other Laws of general application relating to or
affecting rights of creditors and that equitable remedies, including specific performance, are
discretionary and may not be ordered.

(c)

Subsidiaries. DOF has no Subsidiaries (direct or indirect) other than Durum Opportunities Limited
Partnership and Durum Carbon LP. As of the date hereof, DOF is the beneficial direct or indirect
owner of all of the outstanding interest of each such Subsidiary with good title thereto free and
clear of any and all encumbrances. There are no options, warrants or other rights, shareholder rights
plans, agreements or commitments of any character whatsoever requiring the issuance, sale or
transfer by any direct or indirect DOF Subsidiary of any securities of such direct or indirect DOF
Subsidiary or any securities convertible into, or exchangeable or exercisable for, or otherwise
evidencing a right to acquire, any securities or interests of such Subsidiary. All outstanding
securities of DOF’s direct or indirect Subsidiaries have been duly authorized and validly issued,
are fully paid and non-assessable and are not subject to, nor were they issued in violation of, any
pre-emptive rights.

(d)

No Violations. Except as contemplated by this Agreement:
(i)

neither the execution and delivery of this Agreement by DOF and DCI nor the
consummation of the Arrangement nor compliance by DOF and DCI with any of the
provisions hereof will: (A) violate, conflict with, or result in a breach of any provision of,
require any consent, approval or notice under, or constitute a default (or an event which,
with notice or lapse of time or both, would constitute a default) or result in a right of
termination or acceleration under, or result in the creation of any encumbrance upon any
of the properties or assets of DOF or cause any indebtedness to come due before its stated
maturity or cause any credit to cease to be available, under any of the terms, conditions or
provisions of (1) the DOF Material Agreements or the articles, by-laws, shareholder
agreements or other constating documents of DOF, or (2) any material note, bond,
mortgage, indenture, loan agreement, deed of trust, agreement, lien, contract or other
instrument or obligation to which DOF is a party or to which it, or any of its properties or
assets, may be subject or by which DOF is bound; or (B) subject to compliance with
applicable statutes and regulations, violate any judgment, ruling, order, writ, injunction,
determination, award, decree, statute, ordinance, rule or regulation applicable to DOF or
any of its properties or assets (except, in the case of each of clauses (A) and (B) above, for
such violations, conflicts, breaches, defaults, terminations, accelerations or creations of
encumbrances which, or any consents, approvals or notices which if not given or received,
would not have any Material Adverse Effect on DOF, or significantly impede the ability
of DOF to consummate the Arrangement); or (C) cause the suspension or revocation of
any authorization, consent, approval or license currently in effect which would have a
Material Adverse Effect on DOF; and

- 25 (ii)

other than in connection with or in compliance with the provisions of Applicable Laws or
which are required to be filed post-Arrangement, (A) there is no legal impediment to
DOF’s consummation of the Arrangement, and (B) no filing or registration with, or
authorization, consent or approval of, any domestic or foreign public body or authority is
required of DOF in connection with the consummation of the Arrangement, except for such
filings or registrations which, if not made, or for such authorizations, consents or approvals
which, if not received, would not have a Material Adverse Effect on DOF, or significantly
impede the ability of DOF to consummate the Arrangement.

(e)

Litigation. There are no actions, suits or proceedings in existence or pending or, to the knowledge
of DOF and DCI, threatened or for which there is a reasonable basis, affecting or that would
reasonably be expected to affect DOF or affecting or that would reasonably be expected to affect
any of its property or assets at law or equity or before or by any court or Governmental Entity which
action, suit or proceeding involves a possibility of any judgment against or liability of DOF which,
if successful, could reasonably be expected to have a Material Adverse Effect on DOF, or would
significantly impede the ability of DOF and DCI to consummate the Arrangement.

(f)

Taxes, etc.

(g)

(i)

All Tax Returns required to be filed by or on behalf of DOF have been duly filed on a
timely basis and such Tax Returns are correct in all material respects. All Taxes shown to
be payable on the Tax Returns or on subsequent assessments with respect thereto have been
paid in full on a timely basis, and no other Taxes are payable by DOF with respect to items
or periods covered by such Tax Returns.

(ii)

DOF has paid or provided adequate accruals in its consolidated financial statements for the
period from inception to September 30, 2021 for Taxes, including income taxes and related
future taxes, if applicable, for such periods, in conformity with GAAP, and has duly and
timely paid all Taxes, including all instalments on account of Taxes for the current year,
that are due and payable whether or not assessed by any appropriate Governmental Entity.

(iii)

No material deficiencies exist or have been asserted with respect to Taxes of DOF.

(iv)

DOF is not a party to any action or proceeding for assessment or collection of Taxes, nor,
to the knowledge of DOF and DCI, has such an event been asserted or threatened against
DOF or any of its assets that would have a Material Adverse Effect on DOF. No waiver or
extension of any statute of limitations is in effect with respect to Taxes or Tax Returns of
DOF. No audit by tax authorities of DOF is in process or pending, to the knowledge of
DOF, which individually, or in aggregate, could reasonably be expected to have a Material
Adverse Effect on DOF.

Capitalization. The authorized capital of DOF consists of an unlimited number of DOF Units. As
of the date hereof, there were issued and outstanding 1,058,055 DOF Units. Other than as provided
for under Section 3.3 of the DOF Declaration of Trust, there are no options, warrants or other rights,
agreements or commitments of any character whatsoever requiring the issuance, sale or transfer by
DOF of any securities of DOF (including DOF Units) or any securities convertible into, or
exchangeable or exercisable for, or otherwise evidencing a right to acquire, any securities of DOF
(including DOF Units); provided that nothing in this Agreement shall prevent or otherwise restrict
DOF or any of its Subsidiaries from issuing, or agreeing to issue, additional equity or debt securities
at any time following the date of this Agreement, and any such issuance or agreement shall not
constitute a breach by DOF of any provisions of this Agreement. All outstanding DOF Units have
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nor were they issued in violation of, any pre-emptive rights.
(h)

Validly Issued. The DOF Units and DOF Preferred Units issuable pursuant to the Plan of
Arrangement have or will be, prior to the Effective Time, duly and validly authorized and reserved
for issuance, and in the case of the DOF Preferred Units, validly created and authorized for issuance
in accordance with the DOT Declaration of Trust, and when issued in accordance with the terms of
this Agreement (including the Plan of Arrangement) will be issued as fully paid and non-assessable
units in the capital of DOF. DOF has full power and authority to issue the DOF Warrants
comprising the Equity Consideration, which Warrants will be duly and validly created, authorized,
allotted and reserved for issuance on the Effective Date, and the DOF Units issuable on exercise of
the Warrants, upon issuance in accordance with the Warrant Indenture, will be issued as fully paid
and non-assessable DOF Units.

(i)

Sufficient Funds. DOF has sufficient funds available to satisfy the Cash Consideration and the cash
amounts to acquire all Class A Shares payable under the terms of the Plan of Arrangement and to
satisfy all other obligations payable by the DOF pursuant to this Agreement and the Arrangement.

(j)

Authority Relative to the Warrant Indenture. DOF has the requisite trust power and authority to
carry out its obligations under the Warrant Indenture and the execution and delivery of the Warrant
Indenture and the consummation by DOF of its obligations thereunder have been, or will be on or
before the Effective Date, duly authorized by the DOF Board of Trustees and no other proceedings
on the part of DOF is necessary to authorize the Warrant Indenture. The Warrant Indenture will, on
or before the Effective Date, be duly executed and delivered by DOF and constitute a legal, valid
and binding obligation of DOF enforceable against it in accordance with its terms, subject to the
qualification that such enforceability may be limited by bankruptcy, insolvency, fraudulent transfer,
reorganization, moratorium or other Laws of general application relating to or affecting rights of
creditors and that equitable remedies, including specific performance, are discretionary and may
not be ordered.

(k)

No Orders. No order, ruling or determination having the effect of suspending the sale of, or ceasing
the trading of, the DOF Units or any other securities of DOF has been issued by any regulatory
authority and is continuing in effect and no proceedings for that purpose have been instituted, are
pending or, to the knowledge of DOF and DCI, are contemplated or threatened under any
Applicable Laws or by any other regulatory authority.

(l)

Non-Reporting Issuer. DOF is not a “reporting issuer” (or equivalent) in any jurisdiction of Canada
or elsewhere, and no securities of DOF are listed on any stock exchange;

(m)

Transfer and Warrant Agent. Olympia Trust Company has been duly appointed registrar and
transfer agent of the DOF Units and will be appointed the registrar and transfer agent of the DOF
Preferred Units and warrant agent of the DOF Warrants on or before the Effective Date;

(n)

Material Agreements. All agreements material to the conduct of DOF’s affairs or businesses are
valid and subsisting and DOF is not in material default under any such agreements.

(o)

Filings. DOF has filed all documents required to be filed by it with all applicable Governmental
Entities and all such documents were, as of their respective dates, in compliance in all material
respects with all Applicable Laws and at the time filed did not contain any untrue statement of a
material fact or omit to state a material fact required to be stated therein or necessary to make the
statements therein, in light of the circumstances under which they were made, not misleading. DCI
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material reports or statements required to be filed by DOF with any Governmental Entity
subsequent to the date hereof. As of their respective dates, such reports and statements (excluding
any information therein provided by Crossroads, as to which DOF and DCI make no representation)
will not contain any untrue statement of a material fact or omit to state a material fact required to
be stated therein or necessary to make the statements therein, in light of the circumstances in which
they are made, not misleading and will comply in all material respects with all Applicable Laws.
(p)

No Material Adverse Change. Since September 30, 2021, there has not been any Material Adverse
Change in respect of DOF.

(q)

Books and Records. The records and minute books of DOF and its Subsidiaries have been
maintained substantially in accordance with all Applicable Laws and are complete and accurate in
all material respects.

(r)

Reports. As of their respective dates, the DOF Financial Statements did not contain any untrue
statement of a material fact or omit to state a material fact required to be stated therein or necessary
to make the statements therein, in light of the circumstances in which they were made, not
misleading and complied in all material respects with all Applicable Laws. The DOF Financial
Statements and other financial statements of DOF included or incorporated by reference in such
forms, statements, prospectuses and other offering documents were prepared in accordance with
GAAP and present fairly in accordance with GAAP the consolidated financial position, results of
operations and cash flows of DOF on a consolidated basis as of the dates thereof and for the periods
indicated therein (subject, in the case of any unaudited interim financial statements, to normal yearend audit adjustments) and reflect appropriate and adequate reserves in respect of contingent
liabilities, if any, of DOF. There has been no material change in DOF’s accounting policies, except
as described in the notes to the DOF Financial Statements, since December 31, 2020.

(s)

Absence of Undisclosed Liabilities. DOF has no material liabilities of any nature (matured or
unmatured, fixed or contingent), other than:
(i)

those set forth or adequately provided for in the most recent balance sheet and associated
notes thereto included in the DOF Financial Statements (the “DOF Balance Sheet”);

(ii)

those incurred in the ordinary course of business and not required to be set forth in the DOF
Balance Sheet under GAAP;

(iii)

those incurred in the ordinary course of business since the date of the DOF Balance Sheet
and consistent with past practice; and

(iv)

those incurred in connection with the execution of this Agreement;

which would reasonably be expected to have a Material Adverse Effect on DOF.
(t)

Licences. DOF has obtained and is in material compliance with all licences, permits, certificates,
consents, orders, grants and other authorizations of or from any Governmental Entity necessary to
conduct its businesses as they are now being or are proposed to be conducted, other than such
licences, permits, certificates, consents, orders, grants and other authorizations the absence of
which, or the non-compliance with which, would not have a Material Adverse Effect on DOF.

- 28 (u)

Compliance with Laws. DOF has complied with and is in compliance with all Laws applicable to
the operation of its business, except where such non-compliance would not have a Material Adverse
Effect on DOF or on the ability of DOF to consummate the Arrangement.

(v)

Insurance. Policies of insurance are in force as of the date hereof naming DOF as an insured that
adequately cover all risks as are customarily covered by companies in the industry in which DOF
operates. All such policies shall remain in force and effect and shall not be cancelled or otherwise
terminated as a result of the transactions contemplated by this Agreement.

(w)

No Limitation. There is no non-competition, exclusivity or other similar agreement, commitment
or understanding in place to which DOF is a party or by which it is otherwise bound that would
now or hereafter in any way limit the business or operations of DOF in a particular manner or to a
particular locality or geographic region or for a limited period of time, which agreement,
commitment or understanding would have a Material Adverse Effect on DOF (including, for
greater certainty, following the completion of the Arrangement), and the execution, delivery and
performance of this Agreement does not and will not result in the restriction of DOF from engaging
in this business or from competing with any Person or in any geographic area.

(x)

Mutual Fund Trust. To its knowledge and subject to the limitations provided in the DOF
Declaration of Trust, DOF is a “mutual fund trust” and a “unit trust” within the meaning of the ITA
as of the date of this Agreement and DOF has conducted and, at all times, will use its commercially
reasonable efforts to conduct its affairs so as to continue to qualify as a “mutual fund trust” under
the ITA, including by limiting its activities to investing the property of DOF in accordance with
the DOF Declaration of Trust and in any event in property in which a “mutual fund trust” is
permitted by the ITA to invest, and DOF will not carry on any other business. DOF is not and has
never been a SIFT trust (as defined in the ITA) for purposes of the ITA.

(y)

Place of Principal Offices. The principal offices of DOF are not located within the United States.

(z)

Disclosure. No representation or warranty contained herein and no statement contained in any
schedule or other disclosure document provided or to be provided to Crossroads by DOF pursuant
hereto (including without limitation, any matter disclosed in writing by DOF to Crossroads prior
to the date hereof) contains or will contain any untrue statement of a material fact or omits to state
a material fact which is necessary in order to make the statements herein or therein not misleading.

4.2

Representations and Warranties of Crossroads

Crossroads hereby makes the representations and warranties set forth in this Section 4.2 to
and in favour of DOF and DCI and acknowledges that each of DOF and DCI is relying upon such
representations and warranties in connection with the matters contemplated by this Agreement (and for the
purposes of this Section 4.2, all references to Crossroads shall be deemed to be references to Crossroads
and its Subsidiary, taken as a whole, except where the context requires otherwise).
(a)

Organization and Qualification. Each of Crossroads and its Subsidiary is corporation or limited
partnership, as the case may be, duly formed and validly existing under the Laws of its jurisdiction
of formation and has the requisite power and authority to own its assets as now owned and to carry
on its business as now conducted. Each of Crossroads and its Subsidiary is duly registered to
conduct its affairs or do business, as applicable, in each jurisdiction in which the character of its
assets, owned or leased, or the nature of its activities makes such registration necessary, except
where the failure to be so registered would not have a Material Adverse Effect on Crossroads.
Copies of the constating documents of Crossroads and its Subsidiary provided to DCI, together
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amended or superseded.
(b)

Authority Relative to this Agreement. Crossroads has the requisite corporate power and authority
to execute this Agreement, and has the corporate power and authority to carry out its obligations
hereunder. The execution and delivery of this Agreement and the consummation by Crossroads of
the Arrangement have been duly authorized by the Crossroads Board of Directors and, subject to
the requisite approval of the Crossroads Shareholders and the grant of the Initial Order and the
Final Order, no other proceedings on the part of Crossroads is necessary to authorize this
Agreement or the Arrangement. This Agreement has been duly executed and delivered by
Crossroads and constitutes a legal, valid and binding obligation of Crossroads enforceable against
it in accordance with its terms, subject to the qualification that such enforceability may be limited
by bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium or other Laws of
general application relating to or affecting rights of creditors and that equitable remedies, including
specific performance, are discretionary and may not be ordered.

(c)

Subsidiaries. Crossroads has no Subsidiaries other than Sileo Limited Partnership, an Alberta
registered limited partnership.

(d)

No Violations. Except as contemplated by this Agreement:
(i)

neither the execution and delivery of this Agreement by Crossroads nor the consummation
of the Arrangement nor compliance by Crossroads with any of the provisions hereof will:
(A) violate, conflict with, or result in a breach of any provision of, require any consent,
approval or notice under, or constitute a default (or an event which, with notice or lapse of
time or both, would constitute a default) or result in a right of termination or acceleration
under, or result in the creation of any encumbrance upon any of the properties or assets of
Crossroads or cause any indebtedness to come due before its stated maturity or cause any
credit to cease to be available, under any of the terms, conditions or provisions of (1) the
articles, by-laws, partnership agreements, shareholder agreements (except as set forth in
the Crossroads Disclosure Letter) or other constating document of Crossroads, or (2) any
material note, bond, mortgage, indenture, loan agreement, plan, policy, deed of trust,
agreement, lien, contract or other instrument or obligation to which Crossroads is a party
or to which it, or any of its properties or assets, may be subject or by which Crossroads is
bound; or (B) subject to compliance with applicable statutes and regulations, violate any
judgment, ruling, order, writ, injunction, determination, award, decree, statute, ordinance,
rule or regulation applicable to Crossroads or any of its properties or assets (except, in the
case of each of clauses (A) and (B) above, for such violations, conflicts, breaches, defaults,
terminations, accelerations or creations of encumbrances which, or any consents, approvals
or notices which if not given or received, would not have any Material Adverse Effect on
Crossroads, or significantly impede the ability of Crossroads to consummate the
Arrangement); or (C) cause the suspension or revocation of any authorization, consent,
approval or license currently in effect which would have a Material Adverse Effect on
Crossroads; and

(ii)

other than in connection with or in compliance with the provisions of Applicable Laws or
which are required to be filed post-Arrangement, and except for the requisite approval of
Crossroads Shareholders, the grant of the Initial Order and the Final Order from the Court,
(A) there is no legal impediment to Crossroads’s consummation of the Arrangement, and
(B) no filing or registration with, or authorization, consent or approval of, any domestic or
foreign public body or authority is required of Crossroads in connection with the
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made, or for such authorizations, consents or approvals which, if not received, would not
have a Material Adverse Effect on Crossroads, or significantly impede the ability of
Crossroads to consummate the Arrangement.
(e)

Litigation. Other than as disclosed to DOF in writing or as set forth in the Crossroads Disclosure
Letter, there are no actions, suits or proceedings in existence or pending or, to the knowledge of
Crossroads, threatened or for which there is a reasonable basis, affecting or that would reasonably
be expected to affect Crossroads or affecting or that would reasonably be expected to affect any of
its property or assets at law or equity or before or by any court or Governmental Entity which
action, suit or proceeding involves a possibility of any judgment against or liability of Crossroads
which, if successful, would have a Material Adverse Effect on Crossroads, or would significantly
impede the ability of Crossroads to consummate the Arrangement.

(f)

Taxes, etc.
(i)

All Tax Returns required to be filed by or on behalf of Crossroads and its Subsidiary
(including any predecessors of Crossroads and its Subsidiary) have been duly filed on a
timely basis and such Tax Returns are correct in all material respects. All Taxes shown to
be payable on such Tax Returns or on subsequent assessments with respect thereto have
been paid in full on a timely basis, and no other Taxes are payable by Crossroads or its
Subsidiary with respect to items or periods covered by such Tax Returns.

(ii)

Crossroads has paid or provided adequate accruals for Taxes in the Crossroads Financial
Statements for the period from inception to the date of the Crossroads Balance Sheet,
including income taxes and related future taxes, if applicable, for such periods, in
conformity with GAAP, and has duly and timely paid all Taxes, including all instalments
on account of Taxes for the current year, that are due and payable whether or not assessed
by any appropriate Governmental Entity.

(iii)

For all periods ended on and after December 31, 2017, Crossroads has made available to
DOF true and complete copies of: (A) material portions of income tax audit reports,
statement of deficiencies, closing or other agreements or correspondence concerning
assessments or audits pursuant to which a taxing authority has proposed amendments to
previously filed Tax Returns received by, or on behalf of, Crossroads or its Subsidiary (or
any predecessor of Crossroads or its Subsidiary) relating to the Taxes; and (B) any material
federal, provincial, state, local or foreign income or franchise Tax Returns for Crossroads
or its Subsidiary (or any predecessor of Crossroads or its Subsidiary).

(iv)

No material deficiencies exist or, to the knowledge of Crossroads, have been asserted with
respect to Taxes of Crossroads or its Subsidiary.

(v)

Neither Crossroads or its Subsidiary is a party to any action or proceeding for assessment
or collection of Taxes, nor, to the knowledge of Crossroads, except as set forth in the
Crossroads Disclosure Letter, has such an event been asserted or threatened against
Crossroads or its Subsidiary or any of their assets that would have a Material Adverse
Effect on Crossroads or its Subsidiary. No waiver or extension of any statute of limitations
is in effect with respect to Taxes or Tax Returns of Crossroads or its Subsidiary. Except as
disclosed by Crossroads to DOF and DCI in the Crossroads Disclosure Letter, no audit by
tax authorities of Crossroads or its Subsidiary (or any predecessor of Crossroads or its
Subsidiary) is in process or pending, to the knowledge of Crossroads.
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The aggregate tax pools of Crossroads and its Subsidiary are not less than $29,401,104.
For the purposes of this provision, “aggregate tax pools” means, in respect of Crossroads,
the total of the following balances for taxation year ended December 31, 2020:
undepreciated capital cost of all classes of depreciable property, previously undeducted
non-capital loss carry-forward balances for each year, available for application under
paragraph 111(1)(a) of the ITA and previously undeducted financing expense balance for
the purpose of paragraph 20(1)(e) of the ITA, as all such terms are defined for the purpose
of the ITA and the Alberta Corporate Tax Act, and as more particularly disclosed by
Crossroads to DOF and DCI in the Crossroads Disclosure Letter.

(vii)

No facts, circumstances or events exist or have existed that have resulted or may result in
the application to Crossroads or its Subsidiary of any debt forgiveness, debt parking or
property seizure provisions under the ITA.

(viii)

At no time in the 60-month period preceding the Effective Date was more than 50% of the
fair market value of the any Crossroads Shares derived directly or indirectly from one or
any combination of real or immovable property situated in Canada, Canadian resource
properties, timber resource properties or options in respect of, or interest in, any of the
foregoing types of property, whether or not the property exists (as each such term is
interpreted for the purposes of the definition of “taxable Canadian property" in the ITA).

(g)

Capitalization. As of the date hereof, the authorized capital of Crossroads consists of an unlimited
number of Class A Shares and an unlimited number of Class B Shares. As of the date hereof, there
are issued and outstanding 1,000 Class A Shares and 38,339,437 Class B Shares. There are no
options, warrants or other rights, agreements or commitments of any character whatsoever
requiring the issuance, sale or transfer by Crossroads of any securities of Crossroads (including
Crossroads Shares) or any securities convertible into, or exchangeable or exercisable for, or
otherwise evidencing a right to acquire, any securities of Crossroads (including Crossroads Shares)
(and for greater certainty, Crossroads has not adopted any shareholder rights plan or similar plan).
All outstanding Crossroads Shares have been duly authorized and validly issued, are fully paid and
non-assessable and are not subject to, nor were they issued in violation of, any pre-emptive rights.

(h)

Ownership of Subsidiary. As of the date hereof, Crossroads is the beneficial direct owner of all of
the outstanding units of the Subsidiary of Crossroads with good title thereto free and clear of any
and all encumbrances. There are no options, warrants or other rights, shareholder rights plans,
agreements or commitments of any character whatsoever requiring the issuance, sale or transfer by
Crossroads’s Subsidiary of any securities of Crossroads’s Subsidiary or any securities convertible
into, or exchangeable or exercisable for, or otherwise evidencing a right to acquire, any securities
or interests of Crossroads’s Subsidiary. All outstanding securities of Crossroads’s Subsidiary have
been duly authorized and validly issued, are fully paid and non-assessable and are not subject to,
nor were they issued in violation of, any pre-emptive rights.

(i)

No Orders. No order, ruling or determination having the effect of suspending the sale of, or ceasing
the trading of the Crossroads Shares or any other securities of Crossroads has been issued by any
regulatory authority and is continuing in effect and no proceedings for that purpose have been
instituted, are pending or, to the knowledge of Crossroads, are contemplated or threatened under
any Applicable Laws or by any other regulatory authority.

(j)

Material Agreements. All agreements material to the conduct of Crossroads’s affairs or businesses
are valid and subsisting and Crossroads is not in material default under any such agreements.

- 32 (k)

Filings. Crossroads has filed all documents required to be filed by it with all applicable
Governmental Entities and all such documents were, as of their respective dates, in compliance in
all material respects with all Applicable Laws and at the time filed did not contain any untrue
statement of a material fact or omit to state a material fact required to be stated therein or necessary
to make the statements therein, in light of the circumstances under which they were made, not
misleading. Crossroads will deliver to DCI, as soon as they become available, true and complete
copies of any material reports or statements required to be filed by Crossroads with any
Governmental Entity subsequent to the date hereof. As of their respective dates, such reports and
statements (excluding any information therein provided by DOF or DCI, as to which Crossroads
makes no representation) will not contain any untrue statement of a material fact or omit to state a
material fact required to be stated therein or necessary to make the statements therein, in light of
the circumstances in which they are made, not misleading and will comply in all material respects
with all Applicable Laws.

(l)

No Material Adverse Change. Since September 30, 2021, there has not been any Material Adverse
Change in respect of Crossroads.

(m)

Books and Records. Except as set forth in the Crossroads Disclosure Letter, the records and minute
books of Crossroads and its Subsidiary have been maintained substantially in accordance with all
Applicable Laws and are complete and accurate in all material respects.

(n)

Reports. As of their respective dates, the Crossroads Financial Statements did not contain any
untrue statement of a material fact or omit to state a material fact required to be stated therein or
necessary to make the statements therein, in light of the circumstances in which they were made,
not misleading and complied in all material respects with all Applicable Laws. The Crossroads
Financial Statements and other financial statements of Crossroads were prepared in accordance
with GAAP, and present fairly in accordance with GAAP the consolidated financial position,
results of operations and changes in financial position of Crossroads as of the dates thereof and for
the periods indicated therein (subject, in the case of any unaudited interim financial statements, to
normal year-end audit adjustments) and reflect appropriate and adequate reserves in respect of
contingent liabilities, if any, of Crossroads. There has been no material change in Crossroads’s
accounting policies, except as described in the notes to the Crossroads Financial Statements, since
December 31, 2020.

(o)

Absence of Undisclosed Liabilities. Crossroads has no material liabilities of any nature (matured
or unmatured, fixed or contingent), other than:
(i)

those set forth or adequately provided for in the most recent balance sheet and associated
notes thereto included in the Crossroads Financial Statements (the “Crossroads Balance
Sheet”);

(ii)

those incurred in the ordinary course of business and not required to be set forth in the
Crossroads Balance Sheet under GAAP;

(iii)

those incurred in the ordinary course of business since the date of the Crossroads Balance
Sheet and consistent with past practice; and

(iv)

those incurred in connection with the execution of this Agreement;

which would reasonably be expected to have a Material Adverse Effect on Crossroads.

- 33 (p)

Licences. Except as set forth in the Crossroads Disclosure Letter, Crossroads has obtained and is
in compliance with all licences, permits, certificates, consents, orders, grants and other
authorizations of or from any Governmental Entity necessary to conduct its businesses as they are
now being or are proposed to be conducted, other than such licences, permits, certificates, consents,
orders, grants and other authorizations the absence of which, or the non-compliance with which,
would not have a Material Adverse Effect on Crossroads.

(q)

Compliance with Laws. Crossroads has complied with and is in compliance with all Laws
applicable to the operation of its business, except where such non-compliance would not have a
Material Adverse Effect on Crossroads or on the ability of Crossroads to consummate the
Arrangement.

(r)

Insurance. Except as set forth in the Crossroads Disclosure Letter, policies of insurance are in force
as of the date hereof naming Crossroads as an insured that adequately cover all risks as are
customarily covered by companies in the industry in which Crossroads operates. All such policies
shall remain in force and effect.

(s)

No Limitation. Except for restrictions related to being a “mortgage investment corporation” (as
such terms is defined in the ITA), a “mortgage investment entity” (as defined in CSA Securities
Staff Notice 31-323) or as set forth in the Crossroads Disclosure Letter, there is no non-competition,
exclusivity or other similar agreement, commitment or understanding in place to which Crossroads
is a party or by which it is otherwise bound that would now or hereafter in any way limit the
business or operations of Crossroads in a particular manner or to a particular locality or geographic
region or for a limited period of time, which agreement, commitment or understanding would have
a Material Adverse Effect on Crossroads (including, for greater certainty, following the completion
of the Arrangement), and, except for the restrictions noted above, the execution, delivery and
performance of this Agreement does not and will not result in the restriction of Crossroads from
engaging in this business or from competing with any Person or in any geographic area.

(t)

Outstanding Acquisitions and Dispositions. Except as set forth in the Crossroads Disclosure Letter,
Crossroads has no rights to purchase or obligations to sell or otherwise dispose of assets, properties
or undertakings to third parties under any agreements.

(u)

Fairness Opinion. The Crossroads Board of Directors received a verbal opinion from
PricewaterhouseCoopers LLP that the consideration to be received by Crossroads Shareholders in
connection with the Arrangement is fair, from a financial point of view, to the Crossroads
Shareholders, and expects to receive a written fairness opinion to the same effect prior to the
mailing of the Crossroads Information Circular for inclusion therein (the “Crossroads Fairness
Opinion”).

(v)

Employee Benefit Plans. Crossroads does not have any employee benefit plans.

(w)

Brokers and Finders. Other than as set forth in the Crossroads Disclosure Letter, Crossroads has
not retained nor will it retain any financial advisor, broker, agent or finder or pay, or agree to pay
any financial advisor, broker, agent or finder on account of this Agreement, any transaction
contemplated hereby or any transaction presently ongoing or contemplated.

(x)

Employment and Officer Obligations. Other than in respect of the Crossroads Administration and
Management Agreement, there are no employment or consulting services agreements, termination,
severance and retention plans or policies of Crossroads.
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Employment Matters. Crossroads is in material compliance with all applicable laws respecting
employment and employment practices, terms and conditions of employment and wages and hours,
and is not engaged in any unfair labour practices. No employee or independent contractor of
Crossroads is on short-term or long-term disability benefits or, to its knowledge, in the process of
applying for short-term or long term disability benefits. With respect to any employee or
independent contractor of Crossroads whose employment has been terminated within two years
prior to the date of this Agreement, all amounts owing in respect of such termination (whether as
salary, benefits, severance or termination pay) have been paid and no such employee or independent
contractor has made or, to its knowledge, has any legal basis to make, any claim for further
payment, whether in respect of salary, human rights breach, benefits, severance or termination
payment or otherwise.

(z)

Confidentiality Agreement. All agreements entered into by Crossroads with persons other than
DOF regarding the confidentiality of information provided to such persons or reviewed by such
persons with respect to the sale of Crossroads or a substantial portion of its assets or any other
business combination or similar transaction with another party are in substantially the form of the
Confidentiality Agreement and Crossroads has not waived the standstill or other provisions of any
of such agreements. Crossroads has provided DOF with true and complete copies of all
confidentiality and similar agreements to which it is currently a party or bound.

(aa)

Place of Principal Offices. The principal offices of Crossroads are not located within the United
States.

(bb)

Location of Assets and U.S. Sales. Crossroads and its Subsidiary, taken as a whole, currently hold
no assets (and have never held any assets) located in the United States and had no sales in or into
the United States in its most recently completed fiscal year (and have never had any sales in or into
the United States). The predecessors of Crossroads and its Subsidiary have never held any assets
located in the United States and have never had any sales in or into the United States.

(cc)

Foreign Private Issuer; SEC Status. Crossroads is a “foreign private issuer” within the meaning of
Rule 405 of Regulation C adopted by the SEC under the U.S. Securities Act. Neither the Crossroads
Shares, any other class of Crossroads securities or any class of securities of Crossroads’s Subsidiary
or any predecessors of Crossroads or its Subsidiary is (or ever was) a class of securities registered
or required to be registered pursuant to Section 12 of the U.S. Exchange Act, and Crossroads and
its Subsidiary are in material compliance with all applicable U.S. Securities Laws, if any. Neither
the Crossroads Shares, any other securities of Crossroads, any securities of Crossroads’s
Subsidiary, or any securities of the predecessors of Crossroads or its Subsidiary are (or have ever
been) listed and posted for trading on a U.S. stock exchange.

(dd)

Guarantees and Indemnification. Crossroads is not a party to or bound by any agreement of
guarantee, indemnification (other than pursuant to the Crossroads Administration and Management
Agreement, an indemnification of directors and officers in accordance with the by-laws of
Crossroads or Applicable Laws and other than standard indemnity agreements in transfer agency,
underwriting and agency agreements) or any like commitment in respect of the obligations,
liabilities (contingent or otherwise) of indebtedness of any other Person.

(ee)

Off-Balance Sheet Arrangements. Crossroads does not have any “off-balance sheet arrangements”
as such term is defined under GAAP.

(ff)

Board Approval. The Crossroads Board of Directors has unanimously (subject to the abstention of
Steve Allan) approved the Arrangement and approved this Agreement, has unanimously (subject
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best interests of Crossroads and the Crossroads Shareholders, and has unanimously (subject to the
abstention of Steve Allan) determined that the Arrangement is fair to Crossroads Shareholders and
has resolved to unanimously (subject to the abstention of Steve Allan) recommend approval of the
Arrangement by Crossroads Shareholders.
(gg)

Disclosure. No representation or warranty contained herein and no statement contained in any
schedule or other disclosure document provided or to be provided to DOF by Crossroads pursuant
hereto (including without limitation, any matter disclosed in writing by Crossroads to DOF and
DCI prior to the date hereof (including without limitation in the Crossroads Disclosure Letter))
contains or will contain any untrue statement of a material fact or omits to state a material fact
which is necessary in order to make the statements herein or therein not misleading.

4.3
(a)

Privacy Issues
For the purposes of this Section 4.3, the following definitions shall apply:
(i)

“applicable law” means, in relation to any Person, transaction or event, all applicable
provisions of Laws by which such Person is bound or having application to the transaction
or event in question, including applicable privacy laws;

(ii)

“applicable privacy laws” means any and all Applicable Laws relating to privacy and the
collection, use and disclosure of Personal Information in all applicable jurisdictions,
including but not limited to the Personal Information Protection and Electronic
Documents Act (Canada) and/or any comparable provincial law including the Personal
Information Protection Act (Alberta);

(iii)

“authorized authority” means, in relation to any Person, transaction or event, any
(a) federal, provincial, municipal or local governmental body (whether administrative,
legislative, executive or otherwise), both domestic and foreign, (b) agency, authority,
commission, instrumentality, regulatory body, court, central bank or other entity exercising
executive, legislative, judicial, taxing, regulatory or administrative powers or functions of
or pertaining to government, (c) court, arbitrator, commission or body exercising judicial,
quasi-judicial, administrative or similar functions, and (d) other body or entity created
under the authority of or otherwise subject to the jurisdiction of any of the foregoing,
including any stock or other securities exchange, in each case having jurisdiction over such
Person, transaction or event; and

(iv)

“Personal Information” means information about an individual transferred to a Party by
another Party in accordance with this Agreement and/or as a condition of the Arrangement.

(b)

The Parties hereto acknowledge that they are responsible for compliance at all times with applicable
privacy laws which govern the collection, use and disclosure of Personal Information acquired by
or disclosed to either Party pursuant to or in connection with this Agreement (the ”Disclosed
Personal Information”).

(c)

Neither Party shall use the Disclosed Personal Information for any purposes other than those related
to the performance of this Agreement and the completion of the Arrangement.

(d)

Each Party acknowledges and confirms that the disclosure of Personal Information is necessary for
the purposes of determining if the Parties shall proceed with the Arrangement, and that the
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completion of the Arrangement.
(e)

Each Party acknowledges and confirms that it has and shall continue to employ appropriate
technology and procedures in accordance with applicable law to prevent accidental loss or
corruption of the Disclosed Personal Information, unauthorized input or access to the Disclosed
Personal Information, or unauthorized or unlawful collection, storage, disclosure, recording,
copying, alteration, removal, deletion, use or other processing of such Disclosed Personal
Information.

(f)

Each Party shall at all times keep strictly confidential all Disclosed Personal Information provided
to it, and shall instruct those employees or advisors responsible for processing such Disclosed
Personal Information to protect the confidentiality of such information in a manner consistent with
the Parties’ obligations hereunder. Each Party shall ensure that access to the Disclosed Personal
Information shall be restricted to those employees or advisors of the respective Party who have a
bona fide need to access such information in order to complete the Arrangement.

(g)

Each Party shall promptly notify the Other Party of all inquiries, complaints, requests for access,
and claims of which the Party is made aware in connection with the Disclosed Personal
Information. The Parties shall fully co-operate with one another, with the persons to whom the
Personal Information relates, and any authorized authority charged with enforcement of applicable
privacy laws, in responding to such inquiries, complaints, requests for access, and claims.

(h)

Upon the expiry or termination of this Agreement, or otherwise upon the reasonable request of
either Party, the counterparty shall forthwith cease all use of the Personal Information acquired by
the counterparty in connection with this Agreement and will return to the Party or, at the Party’s
request, destroy in a secure manner the Disclosed Personal Information (and any copies).
ARTICLE 5
CONDITIONS PRECEDENT

5.1

Mutual Conditions Precedent

The respective obligations of the Parties to consummate the transactions contemplated
hereby, and in particular the Arrangement, are subject to the satisfaction, on or before the Effective Date or
such other time specified, of the following conditions, any of which may be waived by the mutual consent
of such Parties without prejudice to their right to rely on any other of such conditions:
(a)

on or prior to March 15, 2022, the Interim Order shall have been granted in form and substance
satisfactory to each of DOF and Crossroads, acting reasonably, and such order shall not have been
set aside or modified in a manner unacceptable to DOF and Crossroads, acting reasonably, on
appeal or otherwise;

(b)

the Arrangement Resolution shall have been passed by the holders of Crossroads Shares on or prior
to May 16, 2022 in accordance with the Interim Order and in form and substance satisfactory to
each of DOF and Crossroads, acting reasonably;

(c)

holders of not greater than 5% of the outstanding Crossroads Shares shall have validly exercised
rights of dissent in respect of the Arrangement that have not been withdrawn as of the Effective
Date;
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on or prior to May 16, 2022, the Final Order shall have been granted in form and substance
satisfactory to DOF and Crossroads, acting reasonably;

(e)

the Articles of Arrangement to be filed with the Registrar in accordance with the Arrangement shall
be in form and substance satisfactory to each of DOF and Crossroads, acting reasonably;

(f)

the Arrangement shall have become effective on or prior to May 16, 2022;

(g)

all required regulatory, governmental and third party approvals and consents in respect of the
completion of the Arrangement shall have been obtained on terms and conditions satisfactory to
DOF and Crossroads, each acting reasonably;

(h)

no act, action, suit, proceeding, objection or opposition shall have been threatened or taken before
or by any domestic or foreign court, tribunal or Governmental Entity or other regulatory or
administrative agency or commission by any elected or appointed public official or private person
in Canada or elsewhere, whether or not having the force of Law, and no Law, regulation, policy,
judgment, decision, order, ruling or directive (whether or not having the force of Law) shall have
been proposed, enacted, promulgated, amended or applied, which in the sole judgment of DOF or
Crossroads (as applicable), acting reasonably, in either case has had or, if the Arrangement was
consummated, would result in a Material Adverse Change in the affairs, operations or business of
Crossroads or DOF, respectively, or would have a material adverse effect on the ability of the
Parties to complete the Arrangement; and

(i)

the amount of the Closing Date Net Working Capital and the amount that the Direct Expenses for
the twelve-month period prior to the Effective Date exceed the Direct Expenses for the twelvemonth period prior to December 31, 2020 by more than $100,000, if any, shall have been
determined in accordance with Section 3.5.

The foregoing conditions are for the mutual benefit of Crossroads and DOF and may be
asserted by Crossroads and DOF regardless of the circumstances and may be waived by Crossroads and
DOF (with respect to such Party) in their sole discretion, in whole or in part, at any time and from time to
time without prejudice to any other rights which Crossroads or DOF may have.
5.2

Additional Conditions to Obligations of DOF and DCI

The obligations of DOF and DCI to consummate the transactions contemplated hereby,
and in particular the Arrangement, are subject to the satisfaction, on or before the Effective Date or such
other time specified, of the following conditions:
(a)

Crossroads shall have mailed the Crossroads Information Circular and other documentation
required in connection with the Crossroads Meeting on or before March 15, 2022;

(b)

Crossroads shall have furnished DOF with:
(i)

certified copies of the resolutions duly passed by the Crossroads Board of Directors
approving this Agreement and the consummation of the transactions contemplated hereby;
and

(ii)

certified copies of the resolutions of Crossroads Shareholders duly passed at the Crossroads
Meeting, approving the Arrangement Resolution;
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the representations and warranties made by Crossroads in this Agreement shall be true and correct
as of the Effective Date as if made on and as of such date (except to the extent such representations
and warranties speak as of an earlier date or except as affected by transactions contemplated or
permitted by this Agreement), except where the failure of such representations and warranties to
be true and correct, individually or in the aggregate, would not result or would not reasonably be
expected to result in a Material Adverse Change in respect of Crossroads (and, for this purpose,
any reference to “material”, “Material Adverse Effect” or other concepts of materiality in such
representations and warranties shall be ignored) or would not, or would not reasonably be expected
to, materially impede completion of the Arrangement, and Crossroads shall have provided to DOF
a certificate of two senior officers certifying such accuracy on the Effective Date; provided that
Crossroads shall be entitled to cure any breach of a representation and warranty within five
Business Days after receipt of written notice thereof from DOF;

(d)

no Material Adverse Change shall occur with respect to Crossroads from and after the date hereof
and prior to the Effective Date;

(e)

Crossroads shall have complied in all material respects with its covenants and obligations herein,
except where the failure to comply in all material respects with its covenants and obligations,
individually or in the aggregate, would not result or would not reasonably be expected to result in
a Material Adverse Change in respect of Crossroads or would not, or would not reasonably be
expected to, materially impede completion of the Arrangement, and Crossroads shall have provided
to DOF a certificate of two senior officers certifying compliance with such covenants and
obligations;

(f)

immediately prior to the Effective Time: (A) the aggregate number of Class A Shares and Class B
Shares of Crossroads issued and outstanding shall not exceed 1,000 and 38,339,437, respectively;
(B) there shall be no other shares or other securities in the capital of Crossroads outstanding; and
(C) no person shall have any agreement or option or any right or privilege (whether by law, preemptive right, by contract or otherwise) capable of becoming an agreement or option for the
purchase, subscription, allotment or issuance of any unissued Crossroads Shares or other equity
interests in Crossroads;

(g)

DOF and DCI shall have received resignations and releases, in form satisfactory to DOF and DCI,
each acting reasonably, from the directors and, if applicable, officers of Crossroads (to be received
in consideration for DOF, DCI and Crossroads providing industry-standard releases to each of such
persons) (the “Mutual Releases”), which releases shall contain exceptions for amounts or
obligations owing to such directors or officers pursuant to indemnity or directors’ and officers’
insurance arrangements;

(h)

all currently outstanding lawsuits against or on behalf of Crossroads and/or any of its current and
former directors shall have been settled, revoked or withdrawn; and

(i)

DOF and DCI shall be satisfied, acting reasonably, that the issuance of the DOF Units issuable to
Crossroads Shareholders pursuant to the Arrangement will not require registration under the U.S.
Securities Act, in reliance on Section 3(a)(10) of the U.S. Securities Act, or any state securities
laws.

The conditions in this Section 5.2 are for the exclusive benefit of DOF and DCI and may
be asserted by DOF and DCI regardless of the circumstances or may be waived by DOF and DCI in their
sole discretion, in whole or in part, at any time and from time to time without prejudice to any other rights
which DOF and DCI may have.
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Additional Conditions to Obligations of Crossroads

The obligation of Crossroads to consummate the transactions contemplated hereby, and in
particular the Arrangement, is subject to the satisfaction, on or before the Effective Date or such other time
specified, of the following conditions:
(a)

DOF shall have furnished Crossroads with certified copies of the resolutions duly passed by the
DOF Board of Directors approving this Agreement and the consummation of the transactions
contemplated hereby;

(b)

the representations and warranties made by DOF in this Agreement shall be true and correct as of
the Effective Date as if made on and as of such date (except to the extent such representations and
warranties speak as of an earlier date or except as affected by transactions contemplated or
permitted by this Agreement), except where the failure of such representations and warranties to
be true and correct, individually or in the aggregate, would not result or would not reasonably be
expected to result in a Material Adverse Change in respect of DOF (and, for this purpose, any
reference to “material”, “Material Adverse Effect” or other concepts of materiality in such
representations and warranties shall be ignored) or would not, or would not reasonably be expected
to, materially impede completion of the Arrangement, and DOF shall have provided to Crossroads
a certificate of two senior officers certifying such accuracy on the Effective Date; provided that
DOF shall be entitled to cure any breach of a representation and warranty within five Business
Days after receipt of written notice thereof from Crossroads;

(c)

no Material Adverse Change shall occur with respect to DOF from and after the date hereof and
prior to the Effective Date;

(d)

DOF shall have complied in all material respects with its covenants and obligations herein, except
where the failure to comply in all material respects with its covenants and obligations, individually
or in the aggregate, would not result or would not reasonably be expected to result in a Material
Adverse Change in respect of DOF or would not, or would not reasonably be expected to, materially
impede completion of the Arrangement, and DOF shall have provided to Crossroads a certificate
of two senior officers certifying compliance with such covenants and obligations; provided that
DOF shall be entitled to cure any breach of a covenant or obligation within five Business Days
after receipt of written notice thereof from Crossroads;

(e)

DOF shall have, on or prior to the Effective Date:
(i)

provided to the Depositary the Cash Consideration payable pursuant to the Arrangement
and the additional cash amounts to acquire all Class A Shares; and

(ii)

provided to the Depositary an irrevocable direction authorizing and directing the
Depositary to deliver the Cash Consideration and the additional cash amounts to acquire
all Class A Shares and issue the DOF Units, DOF Warrants and DOF Preferred Units, as
the case may be, issuable under the Arrangement to the Crossroads Shareholders in
accordance with the terms of the Arrangement;

(f)

DOF and the warrant agent appointed thereunder shall have entered into the Warrant Indenture;
and

(g)

DOF shall have taken all actions and proceedings under the DOF Declaration of Trust or otherwise
required to authorize the creation and issuance of the DOF Preferred Units.
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asserted by Crossroads regardless of the circumstances or may be waived by Crossroads in its sole
discretion, in whole or in part, at any time and from time to time without prejudice to any other rights which
Crossroads may have.
5.4

Notice and Effect of Failure to Comply with Conditions

(a)

Each of DOF and Crossroads shall give prompt notice to the other of the occurrence, or failure to
occur, at any time from the date hereof to the Effective Date of any event or state of facts which
occurrence or failure would, or would be likely to: (i) cause any of the representations or warranties
of any Party contained herein to be untrue or inaccurate in any material respect; or (ii) result in the
failure to comply with or satisfy any covenant, condition or agreement to be complied with or
satisfied by any Party hereunder; provided, however, that no such notification will affect the
representations or warranties of the Parties or the conditions to the obligations of the Parties
hereunder.

(b)

If any of the conditions precedent set forth in Section 5.1, 5.2 or 5.3 hereof shall not be complied
with or waived by the Party or Parties for whose benefit such conditions are provided on or before
the date required for the performance thereof, then a Party for whose benefit the condition precedent
is provided may rescind and terminate this Agreement as provided in Section 8.1(b) hereof;
provided that, prior to the filing of the Articles of Arrangement for the purpose of giving effect to
the Arrangement, the Party intending to rely thereon has delivered a written notice to the Other
Party, specifying in reasonable detail all breaches of covenants, representations and warranties or
other matters which the Party delivering such notice is asserting as the basis for the non-fulfillment
of the applicable condition precedent. More than one such notice may be delivered by a Party.

5.5

Satisfaction of Conditions

The conditions set out in this Article 5 are conclusively deemed to have been satisfied,
waived or released when, with the agreement of the Parties, Articles of Arrangement are filed under the
ABCA to give effect to the Arrangement.
ARTICLE 6
AGREEMENT AS TO DAMAGES AND OTHER ARRANGEMENTS
6.1

DOF Damages
If at any time after the execution of this Agreement and prior to its termination:

(a)

the Crossroads Board of Directors has withdrawn or changed any of its recommendations or
determinations referred to in Section 3.2(i) and Section 4.2(ff) in a manner adverse to DOF or shall
have resolved to do so prior to the Effective Date;

(b)

a bona fide Acquisition Proposal is publicly announced, proposed, offered or made to the
Crossroads Shareholders or to Crossroads and the Crossroads Shareholders do not approve the
Arrangement or the Arrangement is not submitted for their approval, and (whether prior to or
following the termination of this Agreement) such Acquisition Proposal is consummated within 9
months of the date the such Acquisition Proposal is publicly announced, proposed, offered or made;
or
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Crossroads accepts, recommends, approves or enters into an agreement to implement a Superior
Proposal

(each of the above being a ‘‘DOF Damages Event”), then in the event of the termination of this Agreement
pursuant to Section 8.1, Crossroads shall pay to DOF $600,000 as liquidated damages in immediately
available funds to an account designated by DOF within one Business Day after the first to occur of the
events described above, and after such event but prior to payment of such amount, Crossroads shall be
deemed to hold such funds in trust for DOF. Crossroads shall only be obligated to make one payment
pursuant to this Section 6.1.
6.2

Liquidated Damages

Each of the Parties acknowledges and agrees that all of the payment amounts set out in
Section 6.1 are payments of liquidated damages which are a genuine pre-estimate of the damages that DOF
will suffer or incur as a result of the event giving rise to such damages and, where applicable, resultant
termination of this Agreement and are not penalties. Crossroads irrevocably waives any right it may have
to raise as a defence that any such liquidated damages are excessive or punitive. For greater certainty, each
of the Parties agrees that the payment of the applicable amount pursuant to Section 6.1 is the sole monetary
remedy of DOF and DCI under this Agreement, provided however, that this limitation shall not apply in
the event of fraud or wilful breach of this Agreement by Crossroads. Furthermore, nothing herein shall
preclude a Party from seeking injunctive relief to restrain any breach or threatened breach of the covenants
or agreements set forth in this Agreement or the Confidentiality Agreement or otherwise to obtain specific
performance of any of such act, covenants or agreements, without the necessity of posting bond or security
in connection therewith.
6.3

Crossroads Meeting Costs and Expenses

In the event of the termination of this Agreement (for any reason), DOF shall pay, or cause
to be paid, to Crossroads, within three (3) Business Days of such termination: (i) the reasonable costs and
expenses of Crossroads incurred in connection with the Crossroads Meeting (including legal fees and
expenses, transfer agent fees and expenses, proxy solicitation agent fees and expenses, printing and mailing
costs and other related costs, fees and expenses), to a maximum of $20,000; and (ii) the reasonable costs
and expenses of Crossroads incurred for communications in connection with the Arrangement, to a
maximum of $10,000.
ARTICLE 7
AMENDMENT
7.1

Amendment of Agreement

This Agreement (excluding the Plan of Arrangement) may at any time and from time to
time before or after the holding of the Crossroads Meeting be amended by written agreement of the Parties
hereto without, subject to Applicable Law, further notice to or authorization on the part of the Crossroads
Shareholders and any such amendment may, without limitation:
(a)

change the time for performance of any of the obligations or acts of the Parties;

(b)

waive any inaccuracies or modify any representation or warranty contained herein or in any
document delivered pursuant hereto;
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waive compliance with or modify any of the covenants herein contained and waive or modify
performance of any of the obligations of the Parties; or

(d)

waive compliance with or modify any other conditions precedent contained herein;

provided that no such amendment which is agreed to after the Parties are granted the Interim Order by the
Court may reduce or materially adversely affect the consideration to be received by Crossroads
Shareholders without approval by the Crossroads Shareholders given in the same manner as required for
the approval of the Arrangement or as may be ordered by the Court.
7.2

Amendment of Plan of Arrangement

(a)

The Parties may by mutual agreement amend the Plan of Arrangement at any time and from time
to time prior to the Effective Time, provided that each such amendment must be: (i) set out in
writing; (ii) filed with the Court and, if made following the Crossroads Meeting, approved by the
Court; and (iii) communicated to holders of Crossroads Shares if and as required by the Court.

(b)

Other than as may be required under the Interim Order, any amendment to the Plan of Arrangement
may be proposed by Crossroads, DOF or DCI at any time prior to or at the Crossroads Meeting
(provided that the other parties shall have consented thereto) with or without any other prior notice
or communication, and if so proposed and accepted by the persons voting at the Crossroads
Meeting, shall become part of the Plan of Arrangement for all purposes.

(c)

Any amendment to the Plan of Arrangement that is approved by the Court following the Crossroads
Meeting shall be effective only if it is consented to by each of the Parties.

(d)

Any amendment to the Plan of Arrangement may be made following the Effective Time by
Crossroads, DOF and DCI, provided that it is not adverse to the financial or economic interests of
any former holder of Crossroads Shares.
ARTICLE 8
TERMINATION

8.1

Termination
This Agreement may be terminated at any time prior to the Effective Date:

(a)

by mutual written consent of DOF and Crossroads;

(b)

as provided in Section 5.4(b);

(c)

by DOF upon the occurrence of a DOF Damages Event as provided in Section 6.1; and

(d)

by Crossroads upon the occurrence of a DOF Damages Event as provided in Section 6.1(c) (carried
out in accordance with Section 3.4(b)(vii) and provided Crossroads has complied with its
obligations set forth in Section 3.4(c)) and the payment by Crossroads to DOF of the amount
required by Section 6.1.

In the event of the termination of this Agreement in the circumstances set out in paragraphs
(a) through (d) of this Section 8.1, this Agreement shall forthwith become void and neither Party shall have
any liability or further obligation to the Other Party hereunder, except with respect to the obligations set
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survive such termination.
ARTICLE 9
NOTICES
9.1

Notices

All notices that may or are required to be given pursuant to any provision of this Agreement
are to be given or made in writing and served personally or sent by e-mail:
(a)

in the case of Crossroads, to:
Crossroads-DMD Mortgage Investment Corporation
1000, 8215 – 112 Street NW
Edmonton, Alberta T6G 2C8
Attention:
E-mail:

Gerry Wagner, Director
kgwagner@telus.net

with a copy to:
Burnet, Duckworth & Palmer LLP
2400, 525 – 8th Avenue SW
Calgary, Alberta T2P 1G1
Attention:
E-mail:
(b)

Syd Abougoush
ssa@bdplaw.com

in the case of DOF and DCI, to:
Durum Opportunities Fund
c/o Durum Capital Inc.
1212 – 34th Avenue SE
Calgary, Alberta T2G 1V7
Attention:
E-mail:

Jay Simmons, Chief Executive Officer
jay@durum.ca

with a copy to:
Dentons Canada LLP
1500, 850 – 2nd Street SW
Calgary, Alberta T2P 0R8
Attention:
E-mail:

Joe Lougheed
joseph.lougheed@dentons.com

or such other address as the Parties may, from time to time, advise to the other Parties hereto by notice in
writing. The date or time of receipt of any such notice will be deemed to be the date of delivery or the time
such telecopy is received.
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GENERAL
10.1

Binding Effect

This Agreement shall be binding upon and enure to the benefit of the Parties and their
respective successors and permitted assigns.
10.2

Assignment

No Party to this Agreement may assign any of its rights or obligations under this Agreement
without prior written consent of the Other Party.
10.3

Disclosure

Each Party shall receive the prior consent, not to be unreasonably withheld, of the Other
Party prior to issuing or permitting any director, officer, employee or agent to issue any press release or
other written statement with respect to this Agreement or the transactions contemplated hereby.
Notwithstanding the foregoing, if either Party is required by law or administrative regulation to make any
disclosure relating to the transactions contemplated herein, such disclosure may be made, but that Party
will consult with the Other Party as to the wording of such disclosure prior to its being made; provided,
however, that the foregoing shall be subject to each Party’s overriding obligation to make any such
disclosure required in accordance with Applicable Laws or to otherwise satisfy its obligations hereunder.
If such disclosure is required and the Other Party has not reviewed or commented on the disclosure, the
Party making such disclosure shall use all commercially reasonable efforts to give prior oral or written
notice to the Other Party, and if such prior notice is not possible, to give such notice promptly following
such disclosure.
10.4

Costs

Except as contemplated herein (including Section 6.1 and Section 6.3), each Party hereto
covenants and agrees to bear its own costs and expenses in connection with the transactions contemplated
hereby, whether or not the Arrangement is completed.
10.5

Severability

If any one or more of the provisions or parts thereof contained in this Agreement should
be or become invalid, illegal or unenforceable in any respect in any jurisdiction, the remaining provisions
or parts thereof contained herein shall be and shall be conclusively deemed to be, as to such jurisdiction,
severable therefrom and:
(a)

the validity, legality or enforceability of such remaining provisions or parts thereof shall not in any
way be affected or impaired by the severance of the provisions or parts thereof severed; and

(b)

the invalidity, illegality or unenforceability of any provision or part thereof contained in this
Agreement in any jurisdiction shall not affect or impair such provision or part thereof or any other
provisions of this Agreement in any other jurisdiction.
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Further Assurances

Each Party shall, from time to time and at all times hereafter, at the request of the Other
Party, but without further consideration, do all such further acts, and execute and deliver all such further
documents and instruments as may be reasonably required in order to fully perform and carry out the terms
and intent hereof.
10.7

Time of Essence
Time shall be of the essence of this Agreement.

10.8

Governing Law

This Agreement shall be governed by and construed in accordance with the Laws of the
Province of Alberta and the Parties irrevocably attorn to the jurisdiction of the courts of the Province of
Alberta.
10.9

Waiver

No waiver by any Party shall be effective unless in writing and any waiver shall affect only
the matter, and the occurrence thereof, specifically identified and shall not extend to any other matter or
occurrence.
10.10

Third Party Beneficiaries

The provisions of Sections 2.5 and 10.11 are: (i) intended for the benefit of all present and
former trustees, directors and officers of DOF and its Subsidiaries and Crossroads and its Subsidiary, as
and to the extent applicable in accordance with their terms, and shall be enforceable by each of such persons
and his or her heirs, executors, administrators and other legal representatives (collectively, the “Third
Party Beneficiaries”) and DCI shall hold the rights and benefits of Sections 2.5 and 10.11 in trust for and
on behalf of the Third Party Beneficiaries and DCI hereby accepts such trust and agrees to hold the benefit
of and enforce performance of such covenants on behalf of the Third Party Beneficiaries; and (ii) in addition
to, and not in substitution for, any other rights that the Third Party Beneficiaries may have by contract or
otherwise.
10.11

Obligations

The Parties acknowledge that, with respect to DOF being a party to this Agreement, DCI
is entering into this Agreement solely on behalf of DOF and the obligations of DOF hereunder shall not be
personally binding upon DCI or any of the DOF Unitholders and that any recourse against DOF or any
DOF Unitholder in any manner in respect of any indebtedness, obligation or liability of DOF arising
hereunder or arising in connection herewith or from the matters to which this Agreement relates, if any,
including, without limitation, based on negligence or otherwise tortious behaviour, shall be limited to, and
satisfied only out of, the Trust Property as defined in the DOF Declaration of Trust.
10.12

Counterparts

This Agreement may be executed by facsimile or other electronic signature and in
counterparts, each of which shall be deemed an original, and all of which together constitute one and the
same instrument.

- 46 IN WITNESS WHEREOF the Parties have executed this Agreement as of the date first
above written.
DURUM OPPORTUNITIES FUND, by its
Manager, Durum Capital Inc.

CROSSROADS-DMD MORTGAGE
INVESTMENT CORPORATION

Per: (signed) "Jay Simmons"
Jay Simmons
Chief Executive Officer

Per: (signed) "Gerry Wagner"
Gerry Wagner
Director

Per: (signed) "Malinda Kellett"
Malinda Kellett
President
DURUM CAPITAL INC.
Per: (signed) "Jay Simmons"
Jay Simmons
Chief Executive Officer

Per: (signed) "Malinda Kellett"
Malinda Kellett
President

Exhibit “A”
Plan of Arrangement

Plan of Arrangement under Section 193
of the
Business Corporations Act (Alberta)
ARTICLE 1
INTERPRETATION
1.1

In this Plan of Arrangement, the following terms have the following meanings:
(a)

“ABCA” means the Business Corporations Act, R.S.A. 2000, c. B-9, as amended,
including the regulations promulgated thereunder;

(b)

“Adjusted Exchange Ratio” means the Cash Consideration Exchange Ratio, DOF
Preferred Unit Exchange Ratio and Equity Exchange Ratio, as the case may be, as adjusted
to the extent such ratios are required to be adjusted herein:
(i)

In respect of the Cash Consideration Exchange Ratio, means for each
Class B Share, a cash amount equal to:
A = B x [C +/- D]
C

Where:
A
B
C
D

(ii)

=
=
=
=

Cash Consideration Exchange Ratio, as adjusted
Cash Consideration Exchange Ratio, prior to adjustment
The Aggregate Consideration Value
The Aggregate Variance (which for a positive number shall be
added to the Aggregate Consideration Value and for a negative
number shall be subtracted from the Aggregate Consideration
Value).

In respect of the DOF Preferred Unit Exchange Ratio, means for each
Class B Share, such number of DOF Preferred Units (or fraction thereof)
equal to:
A = B x [C +/- D]
C

Where:
A
B
C
D

=
=
=
=

DOF Preferred Unit Exchange Ratio, as adjusted
DOF Preferred Unit Exchange Ratio, prior to adjustment
The Aggregate Consideration Value
The Aggregate Variance (which for a positive number shall be
added to the Aggregate Consideration Value and for a negative
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number shall be subtracted from the Aggregate Consideration
Value).
(iii)

In respect of the Equity Exchange Ratio, means for each Class B Share,
such number of DOF Units (or fraction thereof) and DOF Warrants (or
fraction thereof) equal to:
A = B x [C +/- D]
C

Where:
A
B
C
D

=
=
=
=

Equity Exchange Ratio, as adjusted
Equity Exchange Ratio, prior to adjustment
The Aggregate Consideration Value
The Aggregate Variance (which for a positive number shall be
added to the Aggregate Consideration Value and for a negative
number shall be subtracted from the Aggregate Consideration
Value).

(c)

“Aggregate Consideration Value” means the total dollar value ascribed to all of the Class
B Shares pursuant to the Arrangement (based on the number of issued and outstanding
Class B Shares as at the Effective Date) and based on the number of Class B Shares that
are entitled to Cash Consideration and/or Preferred Unit Consideration (as a result of
elections of Class B Shareholders), such Class B Shares having for this purpose a deemed
value of $0.56 per share, and for all other Class B Shares, including those electing, or
deemed to be electing the Equity Consideration, such Class B Shares having a deemed
value for this purpose of $0.56 per share, such elections or deemed elections for Cash
Consideration, Preferred Unit Consideration and/or Equity Consideration being
determined after giving effect to Section 3.1(d);

(d)

“Aggregate Variance” means the sum of the following (if any):
(i)

the difference between the Closing Date Net Working Capital and the Net Working
Capital Target Amount, which shall be a positive number to the extent that Closing
Date Net Working Capital exceeds the Net Working Capital Target Amount and a
negative number to the extent that Closing Date Net Working Capital is less than
the Net Working Capital Target Amount; and

(ii)

the extent to which Direct Expenses for the twelve-month period prior to the
Effective Date exceed the Direct Expenses for the twelve-month period prior to
December 31, 2020 by more than $100,000, any such excess to be considered a
negative number,

in each case determined in accordance with Section 3.5 of the Arrangement Agreement;
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(e)

“Arrangement”, “herein”, “hereof’, “hereto”, “hereunder” and similar expressions
mean and refer to the arrangement pursuant to Section 193 of the ABCA set forth in this
Plan of Arrangement as supplemented, modified or amended, and not to any particular
article, section or other portion hereof;

(f)

“Arrangement Agreement” means the arrangement agreement dated January 28, 2022
among DOF, DCI and Crossroads with respect to the Arrangement and all amendments
thereto and restatements thereof;

(g)

“Arrangement Resolution” means the special resolution in respect of the Arrangement to
be considered at the Crossroads Meeting;

(h)

“Articles of Arrangement” means the articles of arrangement in respect of the
Arrangement required under Subsection 193(10) of the ABCA to be sent to the Registrar
after the Final Order has been granted, giving effect to the Arrangement;

(i)

“Business Day” means a day other than a Saturday, Sunday or a day when banks in the
City of Calgary, Alberta are not generally open for business;

(j)

“Cash Consideration Exchange Ratio” means $0.56 in cash per Class B Share, subject
to adjustment as provided for herein;

(k)

“Certificate” means the certificate or certificates or proof of filing which may be issued
by the Registrar pursuant to Subsection 193(11) of the ABCA;

(l)

“Class A Shares” means the Class A Voting Common Shares in the capital of Crossroads;

(m)

“Class B Shares” means the Class B Preferred Shares in the capital of Crossroads;

(n)

“Closing Date Net Working Capital” has the meaning ascribed thereto in the
Arrangement Agreement;

(o)

“Court” means the Court of Queen’s Bench of Alberta;

(p)

“Crossroads” means Crossroads-DMD Mortgage Investment Corporation, a corporation
incorporated under the ABCA;

(q)

"Crossroads Circular" means the management information circular of Crossroads to be
sent by Crossroads to the Crossroads Shareholders (and any other Persons required by the
Interim Order) in connection with the Crossroads Meeting, together with any amendments
thereto or supplements thereof;

(r)

“Crossroads Class A Shareholders” means the holders from time to time of Class A
Shares;

(s)

“Crossroads Class B Shareholders” means the holders from time to time of Class B
Shares;
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(t)

“Crossroads Meeting” means the special meeting of Crossroads Shareholders to be held
to consider, among other things, the Arrangement Resolution and any related matters, and
any postponements(s) or adjournment(s) thereof;

(u)

“Crossroads Shareholders” means, collectively, the Crossroads Class A Shareholders
and the Crossroads Class B Shareholders;

(v)

“Crossroads Shares” means, collectively, the Class A Shares and the Class B Shares;

(w)

“DCI” means Durum Capital Inc., a corporation incorporated under the ABCA and the
administrator and manager of DOF;

(x)

“Depositary” means Olympia Trust Company or such other nationally recognized trust
company as may be designated by DOF and Crossroads for the purpose of receiving the
deposit of certificates formerly representing Crossroads Shares;

(y)

“Dissenting Crossroads Shareholders” means registered holders of Class A Shares
and/or Class B Shares who validly exercise the rights of dissent with respect to the
Arrangement provided to them under the Interim Order and whose dissent rights remain
valid immediately before the Effective Time;

(z)

“DOF” means Durum Opportunities Fund, a trust organized under the laws of the Province
of Alberta and governed by the DOF Declaration of Trust;

(aa)

“DOF Declaration of Trust” means the initial declaration of trust dated June 30, 2018
among Jay Simmons, Murray D’Angelo and Bill Overend, as trustees thereunder, Joseph
Lougheed, as initial unitholder thereunder, and DCI, as administrator thereunder, as the
same may be amended from time to time;

(bb)

“DOF Preferred Unit Exchange Ratio” means 0.56, being the fraction of a DOF
Preferred Unit issuable in respect of one (1) Class B Share, subject to adjustment as
provided for herein;

(cc)

“DOF Preferred Units” means the preferred units in the capital of DOF, to be authorized,
created and issued in accordance with the DOF Declaration of Trust on or before the
Effective Date, having the terms and conditions set forth in Exhibit “C” to the Arrangement
Agreement;

(dd)

“DOF Units” means the Class A Units of DOF;

(ee)

“DOF Warrant Indenture” means the warrant indenture providing for the issuance of the
DOF Warrants, in the form attached as Exhibit “D” to the Arrangement Agreement;

(ff)

“DOF Warrants” means warrants to purchase DOF Units at an exercise price of $17.09
per DOF Unit at any time and from time to time until eighteen (18) months following the
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Effective Date, such DOF Warrants to be issued and governed by the terms of DOF
Warrant Indenture;
(gg)

“Effective Date” means the date the Arrangement is effective under the ABCA;

(hh)

“Effective Time” means the time when the Arrangement becomes effective pursuant to
the ABCA;

(ii)

"Election Deadline" means 5:00 p.m. (Calgary time) on the 2nd Business Day immediately
preceding the day of the Crossroads Meeting;

(jj)

“Equity Exchange Ratio” means 0.033333, being the fraction of each of a DOF Unit and
DOF Warrant issuable in respect of one (1) Class B Share, subject to adjustment as
provided for herein;

(kk)

“Final Order” means the order of the Court approving the Arrangement pursuant to
Subsection 193(9)(a) of the ABCA in respect of the Crossroads Shareholders, Crossroads,
DOF and DCI, as such order may be affirmed, amended or modified by any court of
competent jurisdiction;

(ll)

“Interim Order” means the interim order of the Court under Subsection 193(4) of the
ABCA containing declarations and directions with respect to the Arrangement and the
holding of the Crossroads Meeting, as such order may be affirmed, amended or modified
by any court of competent jurisdiction;

(mm)

“Letter of Transmittal” means the letter of transmittal and election form accompanying
the Crossroads Circular sent to the Crossroads Shareholders, pursuant to which Crossroads
Class B Shareholders may to elect to receive (i) Cash Consideration, subject to proration
as set forth in Section 3.1(d); or (ii) Equity Consideration, and deliver certificates
representing Crossroads Shares in order to receive the consideration payable to them
pursuant to the Arrangement;

(nn)

“Net Working Capital Target Amount” means $6,972,337;

(oo)

"Non-Depositing Shareholder" means a Crossroads Class B Shareholders who: (i) does
not deposit with the Depositary a duly completed Letter of Transmittal prior to the Election
Deadline; (ii) properly exercises dissent rights but is not ultimately entitled for any reason
to be paid the fair value for its Class B Shares by Crossroads and is deemed to have
participated in the Arrangement on the same basis as a non-Dissenting Crossroads
Shareholder; or (iii) otherwise fails to comply with the election requirements set forth in
the Arrangement and the Letter of Transmittal; and

(pp)

“Registrar” means the Registrar of Corporations for the Province of Alberta duly
appointed under Section 263 of the ABCA.
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1.2
The division of this Plan of Arrangement into articles and sections and the insertion of headings
are for convenience of reference only and shall not affect the construction or interpretation of this Plan of
Arrangement.
1.3

Unless otherwise specified, all references to "dollars" or "$" shall mean Canadian dollars.

1.4
Unless reference is specifically made to some other document or instrument, all references herein
to articles and sections are to articles and sections of this Plan of Arrangement.
1.5
Unless the context otherwise requires, words importing the singular number shall include the plural
and vice versa; words importing any gender shall include all genders; and words importing persons shall
include individuals, partnerships, associations, corporations, funds, unincorporated organizations,
governments, regulatory authorities, and other entities.
1.6
In the event that the date on which any action is required to be taken hereunder by any of the parties
is not a Business Day in the place where the action is required to be taken, such action shall be required to
be taken on the next succeeding day which is a Business Day in such place.
1.7
References in this Plan of Arrangement to any statute or sections thereof shall include such statute
as amended or substituted and any regulations promulgated thereunder from time to time in effect.
ARTICLE 2
ARRANGEMENT AGREEMENT
2.1

This Plan of Arrangement is made pursuant to the Arrangement Agreement.

2.2
This Plan of Arrangement, upon the filing of the Articles of Arrangement and the issue of the
Certificate, if any, shall become effective as of, and be binding as of and after, the Effective Time on: (i)
all registered and beneficial Crossroads Shareholders; (ii) Crossroads; (iii) DOF; (iv) DCI; (v) the
Depositary; and (vi) all other Persons, without any further act or formality required on the part of any Person
except as expressly provided herein.
2.3
The Articles of Arrangement and the Certificate shall be filed and issued, respectively, with respect
to the Arrangement in its entirety. The Certificate shall be conclusive evidence that the Arrangement has
become effective and that, subject to the provisions of Section 3.1, each of the provisions of Article 3 has
become effective in the sequence set out therein. If no Certificate is required to be issued by the Registrar
pursuant to Subsection 193(11) of the ABCA, the Arrangement shall become effective on the date the
Articles of Arrangement are sent to, and filed by, the Registrar pursuant to Subsection 193(10) of the
ABCA.
ARTICLE 3
ARRANGEMENT
3.1
Commencing at the Effective Time, each of the events set out below shall occur and shall be
deemed to occur in the following order without any further act or formality except as otherwise provided
herein:
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Dissenting Crossroads Shareholders
(a)

the Class A Shares and/or Class B Shares held by Dissenting Crossroads Shareholders shall
be deemed to have been transferred to Crossroads (free and clear of any and all liens, claims
and encumbrances) and shall be immediately cancelled and cease to be outstanding, and
such Dissenting Crossroads Shareholders shall cease to have any rights as Crossroads Class
A Shareholders and/or Crossroads Class B Shareholders other than the right to be paid the
fair value of their Class A Shares and/or Class B Shares in accordance with Article 4;

Acquisition of Class A Shares
(b)

all of the issued and outstanding Class A Shares (for greater certainty, other than those
Class A Shares (if any) previously transferred to Crossroads by Dissenting Crossroads
Shareholders pursuant to Subsection 3.1(a) and immediately cancelled by Crossroads) shall
be transferred by such shareholders to, and acquired by, DOF (free and clear of any and all
liens, claims and encumbrances), in exchange for a cash payment of $1.00 per share, less
applicable withholdings;

Acquisition of Class B Shares
(c)

(d)

all of the issued and outstanding Class B Shares (for greater certainty, other than those
Class B Shares (if any) previously transferred to Crossroads by Dissenting Crossroads
Shareholders pursuant to Subsection 3.1(a) and immediately cancelled by Crossroads) shall
be transferred by such shareholders to, and acquired by, DOF (free and clear of any and all
liens, claims and encumbrances), in exchange for, subject to adjustment herein and the
rounding provisions hereof, at the election (or deemed election) of the Crossroads Class B
Shareholders:
(i)

the Cash Consideration, in the amount equal to the Cash Consideration Exchange
Ratio, as the same may be adjusted by the Adjusted Exchange Ratio, for every one
(1) Class B Share (the “Cash Consideration”), up to a maximum $10,000,000 (the
"Maximum Cash Consideration"), subject to pro-rationing set forth in Section
3.1(d); or

(ii)

DOF Units and DOF Warrants, in the amount equal to the Equity Consideration
Exchange Ratio, as the case may be adjusted by the Adjusted Exchange Ratio, for
every one (1) Class B Share (the “Equity Consideration”);

if immediately prior to the Effective Time:
(i)

the aggregate amount of cash payable to Crossroads Class B Shareholders who
choose the Cash Consideration exceeds the Maximum Cash Consideration in
respect of the Class B Shares to be exchanged at the Effective Time, there will be
pro-rationing among such Crossroads Class B Shareholders such that each
Crossroads Class B Shareholder that validly deposited Class B Shares at or before
the Election Deadline and chose Cash Consideration:
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I.

(ii)

notwithstanding Subsection 3.1(d)(i)I and to the extent that the aggregate number
of DOF Preferred Units issuable to Crossroads Class B Shareholders who have
chosen Cash Consideration but who were deemed to have chosen the Preferred
Unit Consideration pursuant to Subsection 3.1(d)(i)I, exceeds the Maximum
Preferred Unit Consideration in respect of the Class B Shares to be exchanged at
the Effective Time, there shall be pro-rationing such that each Crossroads Class B
Shareholder that validly deposited Class B Shares at or before the Election
Deadline and was deemed to chosen Preferred Unit Consideration:
I.

(e)

shall be deemed for all purposes to have elected to receive the
aggregate Cash Consideration equal to the aggregate amount of
Cash Consideration sought by such Crossroads Class B
Shareholder in respect of its Class B Shares multiplied by a
fraction, the numerator of which is the Maximum Cash
Consideration and the denominator of which is the aggregate Cash
Consideration sought to be received by Crossroads Class B
Shareholders that validly deposited Class B Shares at or before the
Election Deadline and choose the Cash Consideration in respect
of all of their Class B Shares, and further and subject to Subsection
3.1(d)(ii) below, such Class B Shareholder shall receive DOF
Preferred Units, in the amount equal to the DOF Preferred Unit
Consideration Exchange Ratio, as the same may be adjusted by
the Adjusted Exchange Ratio, for every remaining (1) Class B
Share (the “Preferred Unit Consideration”) held by such holder,
up to a maximum of 4,000,000 DOF Preferred Units (the
"Preferred Unit Maximum") for which and but for this Section
3.1(d) such holder would have received Cash Consideration; and

shall be deemed for all purposes to have elected to receive the
number of DOF Preferred Units equal to the aggregate number of
DOF Preferred Units deemed to be elected by such Crossroads
Class B Shareholder in respect of its Class B Shares pursuant to
Subsection 3.1(d)(i)I, multiplied by a fraction, the numerator of
which is the Maximum Preferred Unit Consideration and the
denominator of which is the aggregate number of DOF Preferred
Units deemed to have been elected by Crossroads Class B
Shareholders that validly deposited Class B Shares at or before the
Election Deadline pursuant to Subsection 3.1(d)(i)I, and further,
such Class B Shareholder shall receive Equity Consideration for
the remainder of such holder's Class B Shares for which and but
for this Subsection 3.1(d)(ii)I such holder would have received
Preferred Unit Consideration;

any Non-Depositing Shareholder shall be deemed to have elected to receive Equity
Consideration; and
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(f)

the Cash Consideration Exchange Ratio, the DOF Preferred Unit Consideration Exchange
Ratio and the Equity Consideration Exchange Ratio shall be adjusted by the Adjusted
Exchange Ratio (if any).

3.2
Crossroads, DOF and DCI shall make the appropriate entries in their securities registers to reflect
the matters referred to under Section 3.1.
ARTICLE 4
DISSENTING CROSSROADS SHAREHOLDERS
4.1
Each registered holder of Crossroads Shares shall have the right to dissent with respect to the
Arrangement in accordance with the Interim Order and this Article 4. A Dissenting Crossroads Shareholder
shall, at the Effective Time, cease to have any rights as a holder of Class A Shares and/or Class B Shares,
as applicable and shall only be entitled to be paid the fair value of the holder’s Class A Shares and/or Class
B Shares, as the case may be, by Crossroads. A Dissenting Crossroads Shareholder who is entitled to be
paid the fair value of the holder’s Crossroads Shares shall be deemed to have transferred the holder’s Class
A Shares and/or Class B Shares, as applicable to Crossroads for cancellation at the Effective Time,
notwithstanding the provisions of Section 191 of the ABCA. A Dissenting Crossroads Shareholder who
for any reason is not entitled to be paid the fair value of the holder’s Crossroads Shares shall be treated as
if the holder had participated in the Arrangement on the same basis as a non-Dissenting Crossroads
Shareholder and shall receive the consideration to which the non-dissenting Crossroads Shareholders are
entitled under the Arrangement and, to the extent that such Crossroads Shareholder purported to dissent in
respect of its Class B Shares, such Crossroads Shareholder shall be deemed to have elected to receive the
Equity Consideration on the basis set forth in Article 3 of this Plan of Arrangement, notwithstanding the
provisions of the Interim Order or Section 191 of the ABCA. The fair value of the Class A Shares and/or
the Class B Shares shall be determined as of the close of business on the last Business Day before the day
on which the Arrangement is approved by the Crossroads Shareholders at the Crossroads Meeting; but in
no event shall DOF or Crossroads be required to recognize such Dissenting Crossroads Shareholder as a
securityholder of DOF or Crossroads or their successors after the Effective Time and the name of such
holder shall be removed from the applicable register of securityholders as at the Effective Time. For greater
certainty, in addition to any other restrictions in Section 191 of the ABCA, no person who has voted in
favour of the Arrangement (irrespective of the class of Crossroads Shares through which such vote was
cast) shall be entitled to dissent with respect to the Arrangement. In addition, a registered Crossroads
Shareholder may only exercise dissent rights in respect of all, and not less than all, of its Crossroads Shares
of a particular class and for greater certainty, any Crossroads Shareholder who holds both Class A Shares
and Class B Shares may exercise dissent rights in respect of its Class A Shares and not in respect of its
Class B Shares or vice versa.
ARTICLE 5
OUTSTANDING CERTIFICATES AND FRACTIONAL SECURITIES
5.1
From and after the Effective Time, certificates formerly representing Crossroads Shares that were
exchanged pursuant to Section 3.1 shall represent only the right to receive the consideration to which the
holders are entitled under the Arrangement, or as to those certificates formerly representing Class A Shares
and/or Class B Shares held by Dissenting Crossroads Shareholders (other than those Dissenting Crossroads
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Shareholders deemed to have participated in the Arrangement pursuant to Section 4.1), to receive the fair
value of the Class A Shares and/or Class B Shares formerly represented by such certificates.
5.2
Subject to the deposit by a Crossroads Shareholder of a duly executed and completed Letter of
Transmittal and the certificates formerly representing such holder’s Crossroads Shares, DOF shall (or shall
cause the Depositary), within five (5) Business Days following the Effective Date:
(a)

forward or cause to be forwarded by first class mail (postage prepaid) to such former holder
at the address specified in the Letter of Transmittal; or

(b)

if requested by such former holder in the Letter of Transmittal, make available or cause to
be made available at the Depositary for pickup by such former holder,

certified cheques, bank drafts or other payments of immediately available funds representing the Cash
Consideration, or certificates or other evidence of entitlement constituting the Preferred Unit Consideration
and/or the Equity Consideration, as the case may be, elected (or deemed to have elected) to be received by
such former holder under the Arrangement.
5.3
If any certificate which immediately prior to the Effective Time represented an interest in
outstanding Crossroads Shares that were exchanged pursuant to Section 3.1 has been lost, stolen or
destroyed, upon the making of an affidavit of that fact by the person claiming such certificate to have been
lost, stolen or destroyed, the Depositary shall issue and deliver in exchange for such lost, stolen or destroyed
certificate the consideration to which the holder is entitled pursuant to the Arrangement (and any dividends
or distributions with respect thereto) as determined in accordance with the Arrangement. The person who
is entitled to receive such consideration shall, as a condition precedent to the receipt thereof, give a bond to
each of DOF and Crossroads and their respective transfer agents, which bond is in form and substance
satisfactory to each of DOF and Crossroads and their respective transfer agents, acting reasonably, or shall
otherwise indemnify DOF and Crossroads and their respective transfer agents against any claim that may
be made against any of them with respect to the certificate alleged to have been lost, stolen or destroyed.
5.4
All distributions made with respect to any DOF Units or DOF Preferred Units allotted and issued
to former holders of Class B Shares pursuant to this Arrangement but for which a certificate has not been
issued shall be paid or delivered to the Depositary to be held by the Depositary in trust for the registered
holder thereof. The Depositary shall pay and deliver to any such registered holder, as soon as reasonably
practicable after application therefor is made by the registered holder to the Depositary in such form as the
Depositary may reasonably require, such distributions to which such holder is entitled, net of applicable
withholding and other taxes.
5.5
Any certificate formerly representing Crossroads Shares that is not deposited with all other
documents as required by this Plan of Arrangement on or before the sixth (6th) anniversary of the Effective
Date shall cease to represent a right or claim of any kind or nature including the right of the holder of such
shares to receive the Cash Consideration, the Preferred Unit Consideration, or the Equity Consideration, as
the case may be. In such case, such Cash Consideration shall be returned to DOF, and such Preferred Unit
Consideration and the Equity Consideration shall be returned to DOF for cancellation and any distributions
in respect thereof shall be returned to DOF.
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5.6
No certificates representing fractional DOF Units, DOF Preferred Units or DOF Warrants shall be
issued under the Arrangement. In lieu of any fractional DOF Units, DOF Preferred Units or DOF Warrants,
as applicable, each registered holder of Crossroads Shares otherwise entitled to a fractional interest in DOF
Units, DOF Preferred Units or DOF Warrants, as applicable, shall receive the nearest whole number of
DOF Units, DOF Preferred Units or DOF Warrants, as applicable (with fractions equal to exactly 0.5 being
rounded up). In respect of the Cash Consideration, each Crossroads Shareholder entitled to receive Cash
Consideration will receive an amount of cash, rounded to the nearest whole cent (with fractions equal to
exactly 0.5 of a cent being rounded up). All Crossroads Shareholders registered in the name of or
beneficially held by such holder or their nominee will be aggregated.
ARTICLE 6
AMENDMENTS
6.1
DOF, Crossroads and DCI may by mutual agreement amend this Plan of Arrangement at any time
and from time to time prior to the Effective Time, provided that each such amendment must be: (i) set out
in writing; (ii) filed with the Court and, if made following the Crossroads Meeting, approved by the Court;
and (iii) communicated to Crossroads Shareholders if and as required by the Court.
6.2
Other than as may be required under the Interim Order, any amendment to this Plan of Arrangement
may be proposed by Crossroads, DOF or DCI at any time prior to or at the Crossroads Meeting (provided
that the other parties shall have consented thereto) with or without any other prior notice or communication,
and if so proposed and accepted by the persons voting at the Crossroads Meeting, shall become part of this
Plan of Arrangement for all purposes.
6.3
Any amendment to this Plan of Arrangement that is approved by the Court following the Crossroads
Meeting shall be effective only if it is consented to by each of Crossroads, DOF and DCI.
6.4
Any amendment to this Plan of Arrangement may be made following the Effective Time by
Crossroads, DOF and DCI, provided that it is not adverse to the financial or economic interests of any
former holder of Crossroads Shares.
ARTICLE 7
FURTHER ASSURANCES
7.1
Notwithstanding that the transactions and events set out herein shall occur and be deemed to occur
in the order set out in this Plan of Arrangement without any further act or formality, each of the parties to
the Arrangement Agreement shall make, do and execute, or cause to be made, done and executed, all such
further acts, deeds, agreements, transfers, assurances, instruments or documents as may reasonably be
required by any of them in order to further document or evidence any of the transactions or events set out
herein. DOF, Crossroads and DCI may agree not to implement this Plan of Arrangement, notwithstanding
the passing of the Arrangement Resolution by the Crossroads Shareholders and the receipt of the Final
Order.

Exhibit “B”
Form of Support Agreement

SUPPORT AGREEMENT
________________, 2022
To the Undersigned Securityholder of Crossroads-DMD Mortgage Investment Corporation
Dear Sirs/Mesdames:
Re:

Support Agreement Respecting the Arrangement Involving Crossroads-DMD Mortgage
Investment Corporation (“Crossroads”), Durum Opportunities Fund (“DOF”) and Durum
Capital Inc. (“DCI”)

Crossroads, DOF and DCI have entered into an agreement dated January 28, 2022 (the “Arrangement
Agreement”) pursuant to which DOF will acquire all of the issued and outstanding Class A Voting
Common Shares and Class B Preferred Shares of Crossroads (collectively, the “Crossroads Shares”)
under a plan of arrangement under Section 193 of the Business Corporations Act (Alberta) (the
“Arrangement”) implemented pursuant the Arrangement Agreement for the applicable consideration
more particularly set forth in the Arrangement Agreement and the Arrangement. The Arrangement is
subject to, among other things, the approval of the holders of the Crossroads Shares at a special meeting
of the holders of Crossroads Shares to be held to, among other things, consider a special resolution of the
holders of Crossroads Shares, either as a single class or as separate classes, to approve the Arrangement
(the “Crossroads Meeting”).
Additionally, at the Crossroads Meeting, Crossroads intends to propose that holders of Crossroads Shares
consider a special resolution (the "Article Amendment Resolution"), voting as separate classes, to
amend the articles of Crossroads pursuant to Sections 173(1)(e) of the Business Corporations Act
(Alberta) to provide voting rights in respect of the Class B Shares equivalent to the voting rights in
respect of the Class A Shares (the "Article Amendment").
All capitalized terms not otherwise defined herein shall have the meanings given them in the
Arrangement Agreement.
For good and valuable consideration, the receipt of which is hereby acknowledged, the undersigned
holder of Crossroad Shares (the “Securityholder”) hereby enters into this Support Agreement pursuant to
which the Securityholder agrees:
(a)

with DOF, DCI and Crossroads to support the Arrangement and, at the Crossroads
Meeting, vote: (i) the Crossroads Shares beneficially owned by the Securityholder,
directly or indirectly, or over which the Securityholder exercises direction and control,
which are set out and described on Schedule “A” attached hereto and forming part hereof;
and (ii) any and all other Crossroads Shares hereafter acquired, directly or indirectly, or
over which control or direction is acquired by the Securityholder, on or before the record
date for the Crossroads Meeting or which are otherwise entitled to be voted at the
Crossroads Meeting ((i) and (ii) are collectively the “Securityholder’s Crossroads
Securities”), in favour of the Arrangement Resolution and other related matters to be
considered at the Crossroads Meeting, and to otherwise support the Arrangement, subject
to the terms and conditions of this Support Agreement; and

(b)

with Crossroads, to support the Article Amendment and, at the Crossroads Meeting, vote
the Securityholder’s Crossroads Securities, in favour of the Article Amendment
Resolution and other related matters to be considered at the Crossroads Meeting, and to
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Support Agreement.
2.

Covenants of the Securityholder in respect of the Arrangement

The Securityholder covenants and agrees in favour of DOF, DCI and Crossroads:
(a)

to vote or cause to be voted at the Crossroads Meeting the Securityholder’s Crossroads
Securities in favour of the Arrangement Resolution and other related matters or
resolutions necessary or desirable to implement the Arrangement to be considered at the
Crossroads Meeting;

(b)

not to exercise any dissent rights or any other rights available to the Securityholder to
delay, upset or challenge the Arrangement;

(c)

to exercise all voting rights attached to the Securityholder’s Crossroads Securities to vote
against any resolution to be considered by the Crossroads Shareholders that, if approved,
could reasonably be considered to reduce the likelihood of success of the Arrangement;

(d)

not to sell, convey or otherwise dispose of any Securityholder’s Crossroads Securities or
the voting rights attached thereto from the date hereof through the termination of this
agreement in respect of the Arrangement, the Arrangement Resolution and related
matters in accordance with Section 8(a) hereof;

(e)

if applicable, in the Securityholder’s capacity as a director and/or officer of Crossroads
to: (i) use reasonable commercial efforts to cause Crossroads to perform its obligations
under the Arrangement Agreement (including those contained in [Section 3.4] of the
Arrangement Agreement), to the extent such is reasonably within its power; and
(ii) comply, in all material respects, with the obligations of Crossroads’s directors and
officers, as applicable, in the Arrangement Agreement (and in particular Section 3.4
thereof);

(f)

if applicable and if requested by DOF prior to the Effective Time, to resign as a director
and/or officer of Crossroads and its subsidiary effective at or immediately following the
Effective Time, and to provide a release in favour of Crossroads, DOF and their
respective affiliates and successors in a form satisfactory to the Securityholder and DOF,
each acting reasonably, in consideration for a release in favour of the Securityholder by
DOF, DCI and Crossroads and their respective affiliates and successors in a form
satisfactory to the Securityholder and DOF, each acting reasonably; and

(g)

to refrain from taking, or causing to be taken, any actions that might reasonably be
expected to reduce the likelihood of the Arrangement being successfully completed.

It is acknowledged that the covenants of the Securityholder set forth in this Section 2 in respect of the
Arrangement, the Arrangement Resolution and related matters shall not restrict a Securityholder who is a
director and/or officer of Crossroads from discharging the Securityholder’s fiduciary duties to Crossroads
in accordance with the Arrangement Agreement or in accordance with the provisions of Applicable Laws
or require the Securityholder in his or her capacity as a director and/or officer (if applicable) of
Crossroads, to take any action in contravention of, or omit to take any action pursuant to, or otherwise
take or refrain from taking any actions which are inconsistent with, instructions or directions of the
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Arrangement Agreement.
3.

Covenants of the Securityholder in respect of the Article Amendment

The Securityholder covenants and agrees in favour of Crossroads:

4.

(a)

to vote or cause to be voted at the Crossroads Meeting the Securityholder’s Crossroads
Securities in favour of the Article Amendment (which shall only effective in the event
that the Arrangement is not completed in accordance with the terms and conditions of the
Arrangement Agreement);

(b)

not to exercise any dissent rights or any other rights available to the Securityholder to
delay, upset or challenge the Article Amendment;

(c)

to exercise all voting rights attached to the Securityholder’s Crossroads Securities to vote
against any resolution to be considered by the Crossroads Shareholders that, if approved,
could reasonably be considered to reduce the likelihood of success of the Article
Amendment;

(d)

not to sell, convey or otherwise dispose of any Securityholder’s Crossroads Securities or
the voting rights attached thereto from the date hereof through the termination of this
agreement in respect of the Article Amendment, the Article Amendment Resolution and
related matters in accordance with Section 8(b) hereof; and

(e)

to refrain from taking, or causing to be taken, any actions that might reasonably be
expected to reduce the likelihood of the Article Amendment being successfully
completed.

Representations and Warranties of the Securityholder

The Securityholder represents and warrants to DOF, DCI and Crossroads, and acknowledges that each of
DOF, DCI and Crossroads are relying upon such representations and warranties in entering into this
Support Agreement and the Arrangement Agreement, that:
(a)

the Securityholder has good and sufficient power, authority and right to enter into this
Support Agreement and to complete the transactions contemplated hereby;

(b)

this Support Agreement constitutes a legal, valid and binding obligation of the
Securityholder enforceable against the Securityholder in accordance with its terms, and
that neither the execution of this Agreement by the Securityholder nor the consummation
by the Securityholder of the transactions contemplated hereby will constitute a violation
of or default under, or conflict with, any contract, commitment, agreement, arrangement,
understanding or restriction of any kind to which the Securityholder is a party or by
which the Securityholder is bound;

(c)

no consent, order, approval or authorization, including without limitation any regulatory
approval or order or the consent of any lender to the Securityholder, is required in
connection with the Securityholder’s entering into of this Support Agreement and the
Securityholder’s consummation of the transactions contemplated hereby; and
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5.

at the date hereof the Securityholder is either the beneficial owner of or exercises
direction and control over that number and class of the Securityholder’s Crossroads
Securities as set forth on Schedule “A” attached hereto, and, other than the
Securityholder’s Crossroads Securities set forth on the attached Schedule “A”, as of the
date hereof the Securityholder does not, either directly or indirectly, beneficially own or
exercise control or direction over any securities of Crossroads or its subsidiary or hold
any other option, agreement, right, entitlement or privilege (or any right capable of
becoming an option, agreement, right, entitlement or privilege) to purchase or otherwise
acquire, either directly or indirectly, any unissued Crossroads Shares or for the issue of
any other securities of any nature or kind of Crossroads or its subsidiary.

Representations and Warranties of DOF and DCI

Each of DOF and DCI represents and warrants to the Securityholder, and acknowledges that the
Securityholder is relying upon such representations and warranties in entering into this Support
Agreement, that:

6.

(a)

DOF has good and sufficient trust power, authority and right to enter into this Support
Agreement and to complete the transactions contemplated hereby;

(b)

DCI has good and sufficient corporate power, authority and right to enter into this
Support Agreement and to complete the transactions contemplated hereby; and

(c)

this Support Agreement constitutes a legal, valid and binding obligation of each of DOF
and DCI enforceable against each of them in accordance with its terms, and neither the
execution of this Agreement by them nor the consummation by them of the transactions
contemplated hereby will constitute a violation of or default under, or conflict with, any
contract, commitment, agreement, arrangement, understanding or restriction of any kind
to which either DOF or DCI is a party or by which either of them is bound.

Representations and Warranties of Crossroads

Crossroads represents and warrants to the Securityholder, and acknowledges that the Securityholder is
relying upon such representations and warranties in entering into this Support Agreement, that:

7.

(a)

Crossroads has good and sufficient corporate power, authority and right to enter into this
Support Agreement and to complete the transactions contemplated hereby; and

(b)

this Support Agreement constitutes a legal, valid and binding obligation of Crossroads
enforceable against it in accordance with its terms, and neither the execution of this
Agreement by it nor the consummation by it of the transactions contemplated hereby will
constitute a violation of or default under, or conflict with, any contract, commitment,
agreement, arrangement, understanding or restriction of any kind to which Crossroads is
a party or by which it is bound.

Expenses

Each party hereto agrees to pay their own respective expenses incurred in connection with this Support
Agreement.
8.

Termination

-5It is understood and agreed that this Support Agreement (or the applicable provisions hereof) and the
respective rights and obligations hereunder of DOF, DCI, Crossroads and the Securityholder (or the
applicable provisions hereof) shall cease and this Support Agreement (or the applicable provisions hereof)
shall terminate on the earlier of:
(a)

(b)

in respect of the matters set forth herein regarding the Arrangement, the Arrangement
Resolution and related matters, including those set forth in Section 2:
(i)

the Effective Time;

(ii)

the date on which the Arrangement Agreement is terminated in accordance with
its terms;

(iii)

the date on which this Support Agreement is terminated by the mutual written
agreement of the parties hereto;

(iv)

if the Arrangement is amended to reduce or change the form of consideration
payable to the Securityholder for its Crossroads Shares pursuant to the
Arrangement; or

(v)

May 16, 2022, if the Arrangement has not been completed by such date;

in respect of the matters set forth herein regarding Article Amendment, the Article
Amendment Resolution and related matters, including those set forth in Section 3:
(i)

the date on which Crossroads and the Securityholder mutually agree in writing;

(ii)

the close of business on the date of the Crossroads Meeting at which a Crossroad
Shareholder vote is held and the Article Amendment Resolution is not approved
by the requisite majorities of Crossroads Shareholders (other than as a result of a
breach of this agreement).

In the event of termination of this Support Agreement, or any applicable portion hereof, this Support
Agreement (or the applicable provisions hereof) shall forthwith be of no further force and effect, except
for Sections 7, 9, 11, 12, 13 and 14 and this Section 8, which provisions shall survive the termination of
this Support Agreement (or the applicable provisions hereof) and there shall be no liability on the part of
any party, or any of its affiliates or associates, except to the extent that either such party is in default of its
obligations herein contained. For greater certainty, in the event of the termination of a portion of the
rights and obligations under this Support Agreement pursuant to Section 8(a) or 8(b) above, the rights and
obligations of the applicable parties in respect thereof shall cease (save and except for those provisions
that shall survive such termination as set forth above) and the remaining obligations of the parties hereto
(as applicable) shall remain and continue with full force and effect.

-69.

Assignment

No party to this Support Agreement may assign any of its rights or obligations hereunder without the
prior written consent of the other party, provided that DOF and DCI may assign any of their rights or
obligations hereunder to a direct or indirect wholly-owned subsidiary of DOF, without reducing their own
obligations hereunder, provided such subsidiary executes and delivers a counterpart to this Support
Agreement pursuant to which it agrees to be bound by the terms of this Support Agreement as if it were a
party to the Arrangement Agreement, but no such assignment shall relieve DOF or DCI of its obligations
hereunder. Subject to the foregoing, this Support Agreement shall be binding upon and shall enure to the
benefit of and be enforceable by the Securityholder, DOF, DCI and their respective heirs, executors,
administrators, personal representatives, successors at law and permitted assigns.
10.

Future Amendments

To the extent the Arrangement Agreement is amended, modified, restated, replaced or superseded from
time to time, all references herein to the Arrangement Agreement shall be to the Arrangement Agreement
as amended, modified or restated from time to time or to the agreement which has replaced or superseded
it from time to time, and all references to particular sections of the Arrangement Agreement shall be
deemed to be references to the analogous provision in the Arrangement Agreement as amended, modified
or restated from time to time or to the agreement which has replaced or superseded it from time to time.
11.

Time

Time shall be of the essence of this Support Agreement.
12.

Notices

Any notice or other communication required or permitted to be given hereunder shall be in writing and
shall be sufficiently given if delivered or sent by facsimile transmission with confirmation of receipt:
(a)

in the case of the Securityholder to:
_____________________________________
_____________________________________
_____________________________________
Attention:
E-mail:

(b)

in the case of DOF and DCI to:
Durum Opportunities Fund
c/o Durum Capital Inc.
1212 – 34th Avenue SE
Calgary, Alberta T2G 1V7
Attention:
E-mail:

(c)

Jay Simmons, Chief Executive Officer
j.simmons@simmonsholdings.com

in the case of Crossroads to:

-7Crossroads-DMD Mortgage Investment Corporation
1000, 8215 – 112 Street NW
Edmonton, Alberta T6G 2C8
Attention:
E-mail:

Gerry Wagner, Director
kgwagner@telus.net

or at such other address or facsimile number as the party to which such notice or other communication is
to be given has last notified the party giving the same in the manner herein provided. Any notice or
communication so given shall be deemed to be received on the day of delivery, if delivered, and on the
day of sending, if sent by facsimile transmission; provided that if such day of delivery or sending is not a
business day at the point of receipt then such notice or communication shall be deemed to have been
received on the first business day thereafter.
13.

Enforcement

The parties hereto agree that irreparable damage would occur in the event that any of the provisions of
this Support Agreement were not performed in accordance with their specific terms or were otherwise
breached. It is accordingly agreed that the parties hereto shall be entitled to an injunction or injunctions
without the need for posting of security to prevent breaches of this Support Agreement and to enforce
specifically the terms and provisions hereof in any court of the Province of Alberta having jurisdiction,
this being in addition to any other remedy to which such party is entitled at law or in equity.
14.

Governing Law

This agreement and the rights and obligations of the parties hereto shall be governed by and construed in
accordance with the laws of the Province of Alberta and the federal laws of Canada applicable therein,
and the parties irrevocably attorn to the jurisdiction of the courts of the Province of Alberta with respect
to claims arising hereunder.
15.

Independent Legal Advice

The Securityholder acknowledges that it has read and understood this agreement and has obtained
independent legal advice in connection with the entering into of this agreement or has freely chosen not to
obtain such legal advice.
16.

Further Assurances

The parties hereto shall with reasonable diligence do all such things and provide all such reasonable
assurances as may be required to consummate the transactions contemplated by this Support Agreement,
and each party hereto shall provide such further documents or instruments required by any other parties as
may be reasonably necessary or desirable to effect the purpose of this Support Agreement and carry out
the provisions herein.
17.

Counterpart Execution and Facsimile Delivery

This Support Agreement may be signed in counterparts that together shall be deemed to constitute one
valid and binding agreement, and delivery of such counterparts may be effected by means of facsimile
transmission in accordance with the notice provisions set out in Section 12.

-8If you are in agreement with the foregoing, please indicate your acceptance thereof by signing and
returning this letter to DOF.
Yours truly,
DURUM OPPORTUNITIES FUND, by its
Manager, Durum Capital Inc.

DURUM CAPITAL INC.

Per:

Per:
Jay Simmons
Chief Executive Officer

Per:

Jay Simmons
Chief Executive Officer

Per:
Malinda Kellett
President

Malinda Kellett
President

CROSSROADS-DMD MORTGAGE
INVESTMENT CORPORATION
Per:
Gerry Wagner
Director
For good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the
Securityholder hereby irrevocably accepts the foregoing as of the ____ day of _______________, 2022.

WITNESS SIGNATURE

SECURITYHOLDER SIGNATURE

Witness Name (please print)

Name of Securityholder (please print)

Schedule “A”
Class of Securities
Crossroads Class A Voting Common Shares
Crossroads Class B Preferred Shares

Number

Exhibit “C”
Terms and Conditions of DOF Preferred Units

EXHIBIT “C”
TERMS AND CONDITIONS OF DOF PREFERRED UNITS
Preferred Units of Durum Opportunities Fund (“DOF”) shall be subject to the following rights, privileges,
restrictions and conditions:
1.

With respect to redemptions, repayment of capital, payments of distributions and distribution of assets
upon a Liquidation (as defined below) of DOF, whether voluntary or involuntary, all Preferred Units
shall rank senior to the Trust Units and any other class of securities that is specifically designated as
junior to the Preferred Units. So long as any of the Preferred Units are outstanding, DOF shall not:
(a)

declare, pay or set apart for payment any distributions on the Trust Units and any other class
of securities that is specifically designated as junior to the Preferred Units with respect to
payment of distributions; or

(b)

redeem, purchase, reduce stated capital maintained by DOF or otherwise pay for any Trust
Units and any other class of securities that is specifically designated as junior to the Preferred
Units with respect to repayment of capital or with respect to payment of distributions;

unless: (i) all distributions up to and including the distributions payable on the last preceding
Distribution Payment Date (as defined below) on the Preferred Units then outstanding shall have
been declared and paid or set apart for payment at the date of any such action referred to above;
and (ii) the Redemption Price (as defined below) in respect of all Preferred Units that DOF is entitled
or obligated to redeem has been paid or set apart for payment at the date of any such action referred
to above.
2.

The holders of Preferred Units shall be entitled to receive and DOF shall pay thereon, as and if declared
by the Trustees, out of the moneys of DOF properly applicable to the payment of distributions,
preferential cumulative cash distributions at a rate of 5% per annum on the Redemption Value (as
defined below) and payable quarterly. In respect of the fiscal year of DOF in which a particular
Preferred Unit is issued, such distributions in respect thereof shall accrue from the date of allotment of
such Preferred Unit. If a distribution has been declared for a quarter and a date is fixed for a
Liquidation, redemption or retraction that is prior to the distribution payment date for such quarter (a
"Distribution Payment Date"), a pro rated distribution shall be payable on the date fixed for such
Liquidation, redemption or retraction instead of the distribution declared, but if such Liquidation,
redemption or retraction does not occur, then the full amount of the distribution declared shall be
payable on the originally scheduled Distribution Payment Date. The holders of the Preferred Units
shall not be entitled to any distributions other than or in excess of the cumulative distributions
hereinbefore provided for. If the distribution payable on any Distribution Payment Date is not paid in
full on such date on all of the Preferred Units then outstanding, such distribution or the unpaid part of
it shall be paid on a subsequent date or dates to be determined by the Board of Trustees on which DOF
shall have sufficient moneys properly applicable, under the provisions of any applicable law, to make
the payment of the distribution. Cheques of DOF payable in lawful money of Canada at par at any
branch of the DOF's bankers in Canada may be issued in respect of the distributions and payment of
the cheques shall satisfy such distributions, or payments in respect of distributions may be made in any
other manner determined by DOF.

3.

In the event of the liquidation, dissolution or winding up of DOF or other distribution of assets or
property of DOF among unitholders for the purpose of winding-up its affairs (a "Liquidation"), the
holders of Preferred Units shall be entitled to receive from the assets and property of DOF, a sum
equivalent to the Redemption Value plus all declared but unpaid distributions thereon, in respect of

each Preferred Unit held by them respectively, before any amount shall be paid or any property or
assets of DOF distributed to the holders of any class of units or any other class or series of units ranking
junior to the Preferred Units. After payment to the holders of the Preferred Units of the amount so
payable to them as hereinbefore provided for, they shall not be entitled to share any further in the
distribution of the assets or property of DOF.
4.

Subject to the provisions of the Declaration of Trust of DOF, DOF shall on , 2024, and upon giving
prior notice as hereinafter provided, redeem all (and not less than all) of the then outstanding Preferred
Units on payment for each Preferred Unit to be redeemed of an amount equal to the consideration
received, or deemed to have been received, by DOF from the holders, as payment for such Preferred
Units, and provided that where, and to the extent that, such payment is in the form of property other
than cash, on payment of an amount equal to the value attributed to such property by DOF and the
holders in the agreement or proceeding pursuant to which such consideration was paid for such
Preferred Units (such value, on a per Preferred Unit basis, as the same may be subsequently adjusted
for splits, consolidations or similar matters, the "Redemption Value") for such Preferred Units, plus
all unpaid accrued distributions on such Preferred Units (whether or not declared) (the “Redemption
Price”). In the event that a redemption or purchase by DOF of those Preferred Units to which it is
required to redeem cannot be complied with without contravening a provision or provisions of the
Declaration of Trust of DOF or any applicable legislation, then DOF shall only redeem or purchase,
as the case may be, such proportion (if any, and disregarding fractions) of the issued and outstanding
Preferred Units held by each holder thereof as can be redeemed or purchased without causing such
contravention and DOF shall redeem or purchase the balance of the outstanding Preferred Units in
respect of which DOF has received notices for redemption or purchase on a pro rata basis, disregarding
fractions, at such time or times as such redemption or purchase can be made without causing DOF to
be in contravention of the Declaration of Trust of DOF or any applicable legislation. For greater
certainty, the redemption right contemplated herein shall be subject to any cash limit prescribed in the
Declaration of Trust of DOF.

5.

In the case of redemption of Preferred Units as set forth above, DOF shall, at least thirty (30) days
before the date specified for redemption, mail or deliver to each person who at the date of mailing or
delivery is a holder of Preferred Units to be redeemed, a notice in writing of the intention of DOF to
redeem such Preferred Units. In case of mailing, such notice shall be mailed by letter, postage prepaid,
addressed to the holder at his address as it appears on the records of DOF or in the event of the address
of any such holder not so appearing, then to the last known address of such holder. Such notice shall
specify (i) the number of Preferred Units that DOF desires to redeem; (ii) the business day (the
"Redemption Date") on which DOF desires to redeem the Preferred Units; (iii) the amount of all
declared but unpaid distributions with respect to the Preferred Units to be redeemed; and (iv) the place
or places of redemption.

6.

On or after the Redemption Date, DOF shall pay or cause to be paid in respect of each Preferred Unit
to be redeemed, to or to the order of the holders of the Preferred Units to be redeemed, the Redemption
Price thereof, on presentation and surrender at the head office of DOF or any other place designated in
such notice of the certificates representing the Preferred Units called for redemption. Such payment
shall be made by cheque payable at par at any branch of DOF’s bankers for the time being in Canada.
If a part only of the Preferred Units represented by any certificate are to be redeemed, a new certificate
for the balance shall be issued at the expense of DOF. From and after the Redemption Date, the holders
of the Preferred Units called for redemption shall cease to be entitled to distributions and shall not be
entitled to exercise any of the rights of unitholders in respect thereof unless payment of the Redemption
Price plus all declared but unpaid distributions thereon shall not be made upon presentation of
certificates in accordance with the foregoing provisions, in which case the rights of the holders shall
remain unaffected. DOF shall have the right at any time after the mailing of notice of its intention to

redeem any Preferred Units to deposit the Redemption Price of the Preferred Units so called for
redemption with respect to such of the said Preferred Units represented by certificates as have not at
the date of such deposit been surrendered by the holders thereof in connection with such redemption
to a special account in any chartered bank or any trust company in Canada named in such notice, to be
paid without interest to or to the order of the respective holders of such Preferred Units called for
redemption upon presentation and surrender to such bank or trust company of the certificates
representing same. Upon such deposit being made or upon the date specified for redemption in such
notice, whichever is the later, the Preferred Units in respect whereof such deposit shall have been made
shall be redeemed and the rights of the holders thereof after such deposit or such redemption date, as
the case may be, shall be limited to receiving, without interest, their proportionate part of the total
Redemption Price plus all declared but unpaid distributions thereon, if any, so deposited against
presentation and surrender of the said certificates held by them respectively.
7.

A holder of Preferred Units shall be entitled by written notice given to DOF at its registered office in
Alberta, to require DOF at the option of such holder, to either redeem or purchase all or any of the
issued and outstanding Preferred Units held by such holder for an amount equal to the Redemption
Price. The holder shall tender with such notice to DOF at its head office a unit certificate or certificates
representing the Preferred Units which the registered holder desires to have DOF redeem or purchase
together with a request in writing specifying (i) that the registered holder desires to have the Preferred
Units represented by such certificate or certificates redeemed or purchased by DOF and, if part only
of the Preferred Units represented by such certificate or certificates is to be redeemed or purchased,
the number thereof to be so redeemed or purchased; and (ii) the business day (the "Retraction Date")
on which the holder desires to have DOF redeem or purchase such Preferred Units.

8.

Unless waived by DOF, the Retraction Date shall be not less than thirty (30) days after the day on
which the request in writing is given to DOF. Upon receipt of a unit certificate or certificates
representing the Preferred Units which the registered holder desires to have DOF redeem or purchase
together with such a request, DOF shall on the Retraction Date redeem such Preferred Units by paying
to such registered holder the Redemption Price per Preferred Unit for each such Preferred Unit being
redeemed or purchased. Such payment shall be made by cheque payable at par at any branch of DOF's
bankers for the time being in Canada. If a part only of the Preferred Units represented by any certificate
be redeemed or purchased a new certificate for the balance shall be issued at the expense of DOF. The
said Preferred Units shall be redeemed or purchased on the Retraction Date and from and after the
Retraction Date such units shall cease to be entitled to distributions and the holder thereof shall not be
entitled to exercise any of the rights of holders of Preferred Units in respect thereof unless payment of
the Redemption Price per Preferred Unit plus all declared but unpaid distributions thereon is not made
on the Retraction Date, in which event the rights of the holder of the said Preferred Units shall remain
unaffected.

9.

In the event that a redemption or purchase by DOF of those Preferred Units specified in the written
notice given to it by a holder of Preferred Units pursuant to the provisions above cannot be complied
with without contravening a provision or provisions of the Declaration of Trust of DOF or any
applicable legislation, then DOF shall only redeem or purchase, as the case may be, such proportion
(if any, and disregarding fractions) of the issued and outstanding Preferred Units held by each holder
thereof as can be redeemed or purchased without causing such contravention and DOF shall redeem
or purchase the balance of the outstanding Preferred Units in respect of which DOF has received
notices for redemption or purchase on a pro rata basis, disregarding fractions, at such time or times as
such redemption or purchase can be made without causing DOF to be in contravention of the
Declaration of Trust of DOF or any applicable legislation.

10.

Subject to the provisions of the Declaration of Trust of DOF, the holders of Preferred Units shall not
be entitled to receive notice of, attend at or vote at any meetings of unitholders.

11.

DOF's Income of the Trust (as defined in the Declaration of Trust of DOF) and Net Realized Capital
Gains (as defined in the Declaration of Trust of DOF) will be allocated to the holders of Trust Units
and Preferred Units in the same proportion as the distributions received by such holders.

12.

In the event there is any conflict or inconsistency between the terms hereof and the Declaration of
Trust of DOF, the Declaration of Trust of DOF shall govern.
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WARRANT INDENTURE
THIS WARRANT INDENTURE is dated as of , 2022.
BETWEEN:
DURUM OPPORTUNITIES FUND, a trust created under the laws of
the Province of Alberta
(the "Trust")
- AND –
DURUM CAPITAL INC., a corporation incorporated under the laws
of the Province of Alberta
(the "Administrator")
- AND OLYMPIA TRUST COMPANY, a trust company existing under the
laws of Canada and authorized to carry on business in all provinces of
Canada
(the "Warrant Agent")
WHEREAS the Trust is proposing to issue up to  Warrants pursuant to this
Indenture and in connection with a proposed plan of arrangement involving the
Trust, the Administrator and Crossroads-DMD Mortgage Investment Corporation
under Section 193 of the Business Corporations Act (Alberta);
AND WHEREAS pursuant to this Indenture, each Warrant shall, subject to
adjustment, entitle the holder thereof to acquire one (1) Class A Unit (each, a "Warrant
Unit") upon payment of the Exercise Price prior to the Expiry Time upon the terms
and conditions herein set forth;
AND WHEREAS all acts and deeds necessary have been done and performed
to make the Warrants, when created and issued as provided in this Indenture, legal,
valid and binding upon the Trust and the Administrator with the benefits and subject
to the terms of this Indenture;
AND WHEREAS the foregoing recitals are made as representations and
statements of fact by the Trust and the Administrator and not by the Warrant Agent;
NOW THEREFORE, in consideration of the premises and mutual covenants
hereinafter contained and other good and valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, the Trust and the Administrator hereby
appoint the Warrant Agent as warrant agent to hold the rights, interests and benefits

-2contained herein for and on behalf of those persons who from time to time become
the holders of Warrants issued pursuant to this Indenture and the parties hereto agree
as follows:
INTERPRETATION
Section 1.1

Definitions.

In this Indenture, including the recitals and schedules hereto, and in all
indentures supplemental hereto:
"Adjustment Period" means the period from the Effective Date up to and including
the Expiry Time;
"Applicable Legislation" means any statute of Canada or a province thereof, and the
regulations under any such named or other statute, relating to warrant indentures or
to the rights, duties and obligations of warrant agents under warrant indentures, to
the extent that such provisions are at the time in force and applicable to this Indenture;
"Auditors" means such independent firm of chartered professional accountants duly
appointed as auditors of the Trust, from time to time;
"Authenticated" means, with respect to the issuance of a Warrant Certificate, one
which has been duly signed by the Trust or on which the signatures of the Trust have
been printed, lithographed or otherwise mechanically reproduced and authenticated
by manual or electronic signature of an authorized officer of the Warrant Agent,
"Authenticate", "Authenticating" and "Authentication" have the appropriate
correlative meanings;
"Business Day" means any day other than a Saturday, Sunday or a statutory or civic
holiday, or any other day on which banks are not open for business in the City of
Calgary, Province of Alberta;
"Class A Unit Reorganization" has the meaning set forth in Section 4.1;
"Class A Units" means, subject to Article 4, Class A Units of the Trust;
"Counsel" means a barrister and/or solicitor or a firm of barristers and/or solicitors
retained by the Warrant Agent or retained by the Trust or the Administrator, which
may or may not be counsel for the Trust or the Administrator;
"Current Market Price" of the Class A Units at any date means the price as determined
by the directors of the Administrator acting in good faith;
"Distributions" means any distributions paid by the Trust;

-3"Effective Date" means the date of this Indenture;
"Exchange Rate" means the number of Warrant Units subject to the right of purchase
under each Warrant;
"Exercise Date" means, in relation to a Warrant, the Business Day on which such
Warrant is validly exercised or deemed to be validly exercised in accordance with
Article 3 hereof;
"Exercise Notice" has the meaning set forth in Section 3.2(1);
"Exercise Price" at any time means the price at which a whole Warrant Unit may be
purchased by the exercise of a whole Warrant, which is initially $17.09 per Warrant
Unit, payable in immediately available Canadian funds, subject to adjustment in
accordance with the provisions of Section 4.1;
"Expiry Date" means , 2023;
"Expiry Time" means 5:00 p.m. (Calgary time) on the Expiry Date;
"Extraordinary Resolution" has the meaning set forth in Section 7.11(1);
"Issue Date" means the date or dates of issuance of the Warrants by the Trust;
"person" means an individual, body corporate, partnership, trust, warrant agent,
executor, administrator, legal representative or any unincorporated organization;
"register" means the one set of records and accounts maintained by the Warrant Agent
pursuant to Section 2.8;
"Regulation D" means Regulation D as promulgated by the SEC under the U.S.
Securities Act;
"Regulation S" means Regulation S as promulgated by the SEC under the U.S.
Securities Act;
"Rights Offering" has the meaning set forth in Section 4.1(b);
"SEC" means the United States Securities and Exchange Commission;
"Unitholders" means holders of Class A Units;
"United States" means the United States of America, its territories and possessions,
any state of the United States, and the District of Columbia;

-4"U.S. Accredited Investor" means an "accredited investor" within the meaning of Rule
501(a) of Regulation D;
"U.S. Exchange Act" means the United States Securities Exchange Act of 1934, as
amended;
"U.S. Person" has the meaning set forth in Rule 902(k) of Regulation S;
"U.S. Purchaser" means an original purchaser of Warrants: (A) who was, at the time
of purchase of Warrants (i) a U.S. Person or a person in the United States, (ii) a person
purchasing Warrants on behalf of, or for the account or benefit of, a U.S. Person or a
person in the United States, (iii) a person who received an offer to purchase the
Warrants while in the United States, or (iv) a person who was in the United States at
the time such person's buy order was made or the offering documents pursuant to
which Warrants were acquired was executed or delivered; (B) that purchased the
Warrants as a U.S. Accredited Investor; and (C) that is designated by the Trust or the
Administrator to receive a Warrant Certificate bearing the legend set forth in
Section 2.7(1) of this Indenture;
"U.S. Securities Act" means the United States Securities Act of 1933, as amended;
"U.S. Warrantholder" means (i) any U.S. Purchaser and (ii) any Warrantholder that is,
or is acting for the account or benefit of, any U.S. Person or person in the United States
that did not acquire the Warrants directly from the Trust;
"Warrant Agency" means the principal office of the Warrant Agent in the City of
Calgary, Alberta or such other place as may be designated in accordance with
Section 3.5;
"Warrant Certificate" means a certificate, substantially in the form set forth in
Schedule "A" hereto, to evidence Warrants;
"this Warrant Indenture", "this Indenture", "this Agreement", "hereto" "herein",
"hereby", "hereof" and similar expressions mean and refer to this Indenture and any
indenture, deed or instrument supplemental hereto; and the expressions "Article",
"Section", "subsection" and "paragraph" followed by a number, letter or both mean
and refer to the specified article, section, subsection or paragraph of this Indenture;
"Warrant Units" has the meaning, subject to Article 4, set forth in the preambles
hereto;
"Warrantholders" means the persons who are registered owners of Warrants as such
names appear on the register;
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by Warrantholders holding not less than 25% of the aggregate number of Warrants
then outstanding, requesting the Warrant Agent to take some action or proceeding
specified therein;
"Warrants" means the Class A Unit purchase warrants created by and authorized by
and issuable under this Indenture, to be issued and countersigned hereunder as a
Warrant Certificate, entitling the holder or holders thereof to purchase up to 
Warrant Units (subject to adjustment as herein provided) at the Exercise Price prior
to the Expiry Time and, where the context so requires, also means the warrants issued
and Authenticated hereunder; and
"written order of the Trust", "written request of the Trust", "written consent of the
Trust" and "certificate of the Trust" mean, respectively, a written order, request,
consent and certificate signed in the name of the Trust by any two duly authorized
signatories of the Administrator and may consist of one or more instruments so
executed.
Section 1.2

Gender and Number.

Words importing the singular number or masculine gender shall include the
plural number or the feminine or neuter genders, and vice versa.
Section 1.3

Headings, Etc.

The division of this Indenture into Articles and Sections, the provision of a
Table of Contents and the insertion of headings are for convenience of reference only
and shall not affect the construction or interpretation of this Indenture or of the
Warrants.
Section 1.4

Day not a Business Day.

If any day on or before which any action or notice is required to be taken or
given hereunder is not a Business Day, then such action or notice shall be required to
be taken or given on or before the requisite time on the next succeeding day that is a
Business Day.
Section 1.5

Time of the Essence.

Time shall be of the essence in this Indenture and each Warrant.
Section 1.6

Monetary References.

Whenever any amounts of money are referred to herein, such amounts shall be
deemed to be in lawful money of Canada unless otherwise expressed.
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Applicable Law.

This Indenture, the Warrants, and the Warrant Certificates (including all
documents relating thereto, which by common accord have been and will be drafted
in English) shall be construed in accordance with the laws of the Province of Alberta,
and the federal laws of Canada applicable therein and shall be treated in all respects
as Alberta contracts. Each of the parties hereto, which shall include the
Warrantholders, irrevocably attorns to the exclusive jurisdiction of the courts of the
Province of Alberta with respect to all matters arising out of this Indenture and the
transactions contemplated herein.
ISSUE OF WARRANTS
Section 2.1

Creation and Issue of Warrants.

A maximum of  Warrants (subject to adjustment as herein provided) are
hereby created and authorized to be issued on the Issue Date in accordance with the
terms and conditions hereof. By written order of the Trust or the Administrator, the
Warrant Agent shall deliver Warrants in certificated pursuant to Section 2.5 hereof to
Warrantholders and record the name of the Warrantholders on the Warrant register.
Section 2.2

Terms of Warrants.

(1)

Subject to the applicable conditions for exercise set out in Article 3 having been
satisfied and subject to adjustment in accordance with Section 4.1, each whole
Warrant shall entitle each Warrantholder thereof, upon exercise at any time
after the Issue Date and prior to the Expiry Time, to acquire one Warrant Unit
upon payment of the Exercise Price.

(2)

No fractional Warrants shall be issued or otherwise provided for hereunder
and Warrants may only be exercised in a sufficient number to acquire whole
numbers of Warrant Units. Any fractional Warrants shall be rounded down to
the nearest whole number and no consideration shall be paid for any such
fractional Warrant.

(3)

Each whole Warrant shall entitle the holder thereof to such other rights and
privileges as are set forth in this Indenture.

(4)

The number of Warrant Units which may be purchased pursuant to the
Warrants and the Exercise Price therefor shall be adjusted upon the events and
in the manner specified in Section 4.1.

(5)

Neither the Trust or the Administrator nor the Warrant Agent shall have any
obligation to deliver Warrant Units upon the exercise of any Warrant if the
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country or political subdivision thereof in which the Warrant Units may not
lawfully be issued pursuant to applicable securities legislation. The Trust, the
Administrator or the Warrant Agent may require any person to provide proof
of an applicable exemption from such securities legislation to the Trust, the
Administrator and the Warrant Agent before Warrant Units are delivered
pursuant to the exercise of any Warrant.
Section 2.3

Warrantholder not a Unitholder.

Except as may be specifically provided herein, nothing in this Indenture or in
the holding of a Warrant Certificate, entitlement to a Warrant or otherwise, shall, in
itself, confer or be construed as conferring upon a Warrantholder any right or interest
whatsoever as a Unitholder, including, but not limited to, the right to vote at, to
receive notice of, or to attend, meetings of Unitholders or any other proceedings of
the Trust, or the right to Distributions and other allocations paid by the Trust.
Section 2.4

Warrants to Rank Pari Passu.

All Warrants shall rank equally and without preference over each other,
whatever may be the actual date of issue thereof.
Section 2.5

Form of Warrants, Warrant Certificates.

(1)

The Warrants will be issued in certificated form. Each Warrant Certificate
originally issued to a U.S. Warrantholder will bear the applicable legends as
set forth in Schedule "A" hereto. All Warrants issued in certificated form shall
be evidenced by a Warrant Certificate (including all replacements issued in
accordance with this Indenture), substantially in the form and bearing the
applicable legends as set out in Schedule "A" hereto, which shall be dated as of
the Issue Date, shall bear such distinguishing letters and numbers as the Trust
may, with the approval of the Warrant Agent, prescribe, and shall be issuable
in any denomination excluding fractions.

(2)

Each Warrantholder, by purchasing such Warrant, acknowledges and agrees
that the terms and conditions set forth in the form of the Warrant Certificate
set out in Schedule "A" hereto shall apply to all Warrants and Warrantholders.
Section 2.6

(1)

Warrant Certificates.

The form of certificate representing such Warrants shall be substantially as set
out in Schedule "A" hereto or such other form as is authorized from time to
time by the Warrant Agent. Each Warrant Certificate shall be Authenticated on
behalf of the Warrant Agent. Each Warrant Certificate shall be signed by any
duly authorized signatory of the Administrator, whose signature shall appear
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mechanically reproduced thereon and, in such event, certificates so signed are
as valid and binding upon the Trust as if it had been signed manually. Any
Warrant Certificate which has a signature duly executed by the Trust as
hereinbefore provided shall be valid notwithstanding that the person whose
signature is printed, lithographed or mechanically reproduced no longer holds
office at the date of issuance of such Warrant Certificate. The Warrant
Certificates may be engraved, printed or lithographed, or partly in one form
and partly in another, as the Warrant Agent may determine.
(2)

Any Warrant Certificate validly issued in accordance with the terms of this
Indenture in effect at the time of issue of such Warrant Certificate shall, subject
to the terms of this Indenture and Applicable Legislation, validly entitle the
holder to acquire Warrant Units, notwithstanding that the form of such
Warrant Certificate may not be in the form currently required by this
Indenture.

(3)

No Warrant shall be considered issued and shall be valid or obligatory or shall
entitle the holder thereof to the benefits of this Indenture, until it has been
Authenticated by the Warrant Agent. Authentication by the Warrant Agent,
including by way of entry on the register, shall not be construed as a
representation or warranty by the Warrant Agent as to the validity of this
Indenture or of such Warrant Certificates (except the due Authentication
thereof) or as to the performance by the Trust of its obligations under this
Indenture and the Warrant Agent shall in no respect be liable or answerable
for the use made of the Warrants or any of them or of the consideration thereof.
Authentication by the Warrant Agent shall be conclusive evidence as against
the Trust that the Warrants so Authenticated have been duly issued hereunder
and that the holder thereof is entitled to the benefits of this Indenture.

(4)

No Warrant Certificate shall be considered issued and Authenticated or, if
Authenticated, shall be obligatory or shall entitle the holder thereof to the
benefits of this Indenture, until it has been Authenticated by signature by or on
behalf of the Warrant Agent substantially in the form of the Warrant set out in
Schedule "A" hereto. Such Authentication on any such Warrant Certificate shall
be conclusive evidence that such Warrant Certificate is duly Authenticated and
is valid and a binding obligation of the Trust and that the holder is entitled to
the benefits of this Indenture.
Section 2.7

(1)

Legends.

Neither the Warrants nor the Warrant Units have been or will be registered
under the U.S. Securities Act or under any United States state securities laws
and may not be offered, sold or otherwise disposed of unless an exemption or
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applicable state securities laws is available or the Warrants and Warrant Units,
as applicable, are the subject of an effective registration statement under the
U.S. Securities Act. Each Warrant Certificate issued for the benefit or account
of a U.S. Warrantholder and each Warrant Certificate issued in exchange
therefor or in substitution thereof shall bear or be deemed to bear the following
legends or such variations thereof as the Trust or the Administrator may
prescribe from time to time:
"THE SECURITIES REPRESENTED HEREBY AND THE
SECURITIES ISSUABLE UPON EXERCISE HEREOF, HAVE
NOT BEEN AND WILL NOT BE REGISTERED UNDER THE
UNITED STATES SECURITIES ACT OF 1933, AS AMENDED
(THE "U.S. SECURITIES ACT"), OR ANY STATE SECURITIES
LAWS. THE HOLDER HEREOF, BY PURCHASING OR
OTHERWISE HOLDING SUCH SECURITIES, AGREES FOR
THE BENEFIT OF THE TRUST THAT SUCH SECURITIES MAY
BE OFFERED, SOLD, PLEDGED OR OTHERWISE
TRANSFERRED, DIRECTLY OR INDIRECTLY, ONLY (A) TO
THE TRUST, (B) OUTSIDE THE UNITED STATES IN
ACCORDANCE WITH RULE 904 OF REGULATION S UNDER
THE U.S. SECURITIES ACT AND IN COMPLIANCE WITH
APPLICABLE LOCAL LAWS AND REGULATIONS, (C)
PURSUANT TO THE EXEMPTION FROM REGISTRATION
UNDER THE U.S. SECURITIES ACT PROVIDED BY (i) RULE
144 UNDER THE U.S. SECURITIES ACT, IF AVAILABLE, OR (ii)
144A UNDER THE U.S. SECURITIES ACT, IF AVAILABLE,
AND IN COMPLIANCE WITH APPLICABLE STATE
SECURITIES LAWS, (D) IN COMPLIANCE WITH ANOTHER
EXEMPTION FROM REGISTRATION UNDER THE U.S.
SECURITIES ACT AND APPLICABLE STATE SECURITIES
LAWS, OR (E) PURSUANT TO AN EFFECTIVE
REGISTRATION STATEMENT UNDER THE U.S. SECURITIES
ACT, AND PROVIDED THAT IN THE CASE OF TRANSFERS
PURSUANT TO (C)(i) OR (D) ABOVE, A LEGAL OPINION
REASONABLY SATISFACTORY TO THE TRUST AND THE
WARRANT AGENT MUST FIRST BE PROVIDED TO THE
TRUST AND THE WARRANT AGENT TO THE EFFECT THAT
SUCH TRANSFER IS EXEMPT FROM REGISTRATION UNDER
THE U.S. SECURITIES ACT AND APPLICABLE STATE
SECURITIES LAWS. DELIVERY OF THIS CERTIFICATE MAY
NOT CONSTITUTE "GOOD DELIVERY" IN SETTLEMENT OF
TRANSACTIONS ON STOCK EXCHANGES IN CANADA.";
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accordance with Rule 904 of Regulation S, and in compliance with applicable
local securities laws and regulations, the legend set forth above may be
removed by the transferor providing a declaration to the Trust, the
Administrator and the Warrant Agent in the form set forth in Schedule "C"
attached hereto or as the Warrant Agent, the Trust or the Administrator may
prescribe from time to time, together with any other evidence the Warrant
Agent may require, which may include an opinion of counsel, of recognised
standing reasonably satisfactory to the Trust or the Administrator and the
Warrant Agent, to the effect that the legend is no longer required under
applicable requirements of the U.S. Securities Act; provided, further, that, if
such Warrants are being sold pursuant to Rule 144 under the U.S. Securities
Act or with the prior written consent of the Trust or the Administrator
pursuant to another exemption from registration under the U.S. Securities Act
and applicable state securities laws, the legend may be removed by delivery to
the Trust, the Administrator and to the Warrant Agent of an opinion of counsel,
of recognized standing reasonably satisfactory in form and substance to the
Trust, the Administrator and the Warrant Agent, to the effect that such legend
is no longer required under applicable requirements of the U.S. Securities Act
or state securities laws.
The Warrant Agent shall be entitled to request any other documents that it may
require in accordance with its internal policies for the removal of the legend set
forth above.
(2)

Notwithstanding any other provisions of this Indenture, in processing and
registering transfers of Warrants, no duty or responsibility whatsoever shall
rest upon the Warrant Agent to determine the compliance by any transferor or
transferee with the terms of the legend contained in Section 2.7(1), or with the
relevant securities laws or regulations, including, without limitation,
Regulation S, and the Warrant Agent shall be entitled to assume that all
transfers are legal and proper.
Section 2.8

Register of Warrants.

The Warrant Agent shall maintain records and accounts concerning the
Warrants, which shall contain the information called for below with respect to each
Warrant, together with such other information as may be required by law or as the
Warrant Agent may elect to record. All such information shall be kept in one set of
accounts and records which the Warrant Agent shall designate (in such manner as
shall permit it to be so identified as such by an unaffiliated party) as the register of the
holders of Warrants. The information to be entered for each account in the register of
Warrants at any time shall include (without limitation):
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the name and address of the Warrantholder, the date of Authentication
thereof and the number of Warrants;

(b)

the unique number or code assigned to and imprinted upon the Warrant
Certificate;

(c)

whether such Warrant has been cancelled; and

(d)

a register of transfers in which all transfers of Warrants and the date and
other particulars of each transfer shall be entered.

The register shall be available for inspection by the Trust, the Administrator and any
Warrantholder during the Warrant Agent's regular business hours on a Business Day
and upon payment to the Warrant Agent of its reasonable fees. Any Warrantholder
exercising such right of inspection shall first provide an affidavit in form satisfactory
to the Trust, the Administrator and the Warrant Agent stating the name and address
of the Warrantholder and agreeing not to use the information therein except in
connection with an effort to call a meeting of Warrantholders or to influence the
voting of Warrantholders at any meeting of Warrantholders.
Section 2.9
Lost, etc.

Issue in Substitution for Warrant Certificates

(1)

If any Warrant Certificate becomes mutilated or is lost, destroyed or stolen, the
Trust, subject to applicable law, shall issue and thereupon the Warrant Agent
shall Authenticate and deliver, a new Warrant Certificate of like tenor, and
bearing the same legend, if applicable, as the one mutilated, lost, destroyed or
stolen in exchange for and in place of and upon cancellation of such mutilated
Warrant Certificate, or in lieu of and in substitution for such lost, destroyed or
stolen Warrant Certificate, and the substituted Warrant Certificate shall be in a
form approved by the Warrant Agent and the Warrants evidenced thereby
shall be entitled to the benefits hereof and shall rank equally in accordance with
its terms with all other Warrants issued or to be issued hereunder.

(2)

The applicant for the issue of a new Warrant Certificate pursuant to this
Section 2.9 shall bear the cost of the issue thereof and in case of loss, destruction
or theft shall, as a condition precedent to the issuance thereof, furnish to the
Trust, the Administrator and to the Warrant Agent such evidence of ownership
and of the loss, destruction or theft of the Warrant Certificate so lost, destroyed
or stolen as shall be satisfactory to the Trust, the Administrator and to the
Warrant Agent, in their sole discretion, and such applicant shall also be
required to furnish an indemnity and surety bond in amount and form
satisfactory to the Trust and the Warrant Agent, in their sole discretion, and
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Warrant Agent in connection therewith.
Section 2.10

Exchange of Warrant Certificates.

(1)

Any one or more Warrant Certificates representing any number of Warrants
may, upon compliance with the reasonable requirements of the Warrant Agent
(including compliance with applicable securities legislation), be exchanged for
one or more other Warrant Certificates representing the same aggregate
number of Warrants, and bearing the same legend, if applicable, as represented
by the Warrant Certificate or Warrant Certificates so exchanged.

(2)

Warrant Certificates may be exchanged only at the Warrant Agency or at any
other place that is designated by the Trust with the approval of the Warrant
Agent. Any Warrant Certificate from the holder (or such other instructions, in
form satisfactory to the Warrant Agent), tendered for exchange shall be
surrendered to the Warrant Agency and cancelled by the Warrant Agent.

(3)

Warrant Certificates exchanged for Warrant Certificates that bear the legend
set forth in Section 2.7(1) shall bear the same legend.
Section 2.11

(1)

Transfer and Ownership of Warrants.

The Warrants may only be transferred on the register kept by the Warrant
Agent at the Warrant Agency by the holder or its legal representatives or its
attorney duly appointed by an instrument in writing in form and execution
satisfactory to the Warrant Agent only upon surrendering to the Warrant
Agent at the Warrant Agency the Warrant Certificates representing the
Warrants to be transferred together with a duly executed transfer form as set
forth in Schedule "A" attached hereto (together with a declaration for removal
of legend or opinion of counsel, if required by Section 2.7(1)), and upon
compliance with:
(a)

the conditions herein;

(b)

such reasonable requirements as the Warrant Agent may prescribe; and

(c)

all applicable securities legislation and requirements of regulatory
authorities;

and such transfer shall be duly noted in such register by the Warrant Agent.
Upon compliance with such requirements, the Warrant Agent shall issue to the
transferee of a Warrant Certificate, a Warrant Certificate.
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If a Warrant Certificate tendered for transfer bears the legend set forth in
Section 2.7(1), the Warrant Agent shall not register such transfer unless the
transferor has provided the Warrant Agent with the Warrant Certificate and
the transfer is made (A) to the Trust, (B) outside the United States in accordance
with Rule 904 of Regulation S and in compliance with applicable local
securities laws and regulations, if available, (C) in compliance with the
exemption from registration under the U.S. Securities Act provided by (i) Rule
144 thereunder, if available, or (ii) 144A thereunder, if available, and, in each
case, in compliance with applicable state securities laws, (D) in another
transaction that does not require registration under the U.S. Securities Act or
any applicable state securities laws, or (E) pursuant to an effective registration
statement under the U.S. Securities Act that is available for resale of the
securities, after first providing to the Trust, the Administrator and the Warrant
Agent (1) in the case of a transfer pursuant to clause (B), a declaration in the
form of Schedule "C" hereto together with such additional documentation as
the Trust, the Administrator and the Warrant Agent may reasonably prescribe,
and (2) in the case of a transfer pursuant to clause C(i) or D, an opinion of U.S.
counsel of recognized standing in form and substance reasonably satisfactory
to the Trust, the Administrator and to the Warrant Agent to such effect, or after
first providing to the Trust, the Administrator and the Warrant Agent such
other evidence of compliance with applicable securities laws as the Trust, the
Administrator and the Warrant Agent shall reasonably request.

(3)

Subject to the provisions of this Indenture, Applicable Legislation and
applicable law, the Warrantholder shall be entitled to the rights and privileges
attaching to the Warrants, and the issue of Warrant Units by the Trust upon
the exercise of Warrants in accordance with the terms and conditions herein
contained shall discharge all responsibilities of the Trust, the Administrator
and the Warrant Agent with respect to such Warrants and neither the Trust or
the Administrator nor the Warrant Agent shall be bound to inquire into the
title of any such holder.
Section 2.12

Cancellation of Surrendered Warrants.

All Warrant Certificates surrendered pursuant to Article 3 shall be cancelled
by the Warrant Agent and so noted on the register by the Warrant Agent. Upon
request by the Trust or the Administrator, the Warrant Agent shall furnish to the Trust
a cancellation certificate identifying the Warrant Certificates so cancelled, the number
of Warrants evidenced thereby, the number of Warrant Units, if any, issued pursuant
to such Warrants and the details of any Warrant Certificates issued in substitution or
exchange for such Warrant Certificates cancelled.
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EXERCISE OF WARRANTS
Section 3.1

Right of Exercise.

Subject to the provisions hereof, each Warrantholder may exercise the right
conferred on such holder to subscribe for and purchase one Warrant Unit for each
Warrant after the Issue Date and prior to the Expiry Time and in accordance with the
conditions herein.
Section 3.2

Warrant Exercise.

(1)

Warrantholders of Warrant Certificates who wish to exercise the Warrants held
by them in order to acquire Warrant Units must complete the exercise form
(the "Exercise Notice") attached hereto as Schedule "B", which may be
amended by the Trust with the consent of the Warrant Agent, if such
amendment does not, in the reasonable opinion of the Trust, the Administrator
and the Warrant Agent, which may be based on the advice of Counsel,
materially and adversely affect the rights, entitlements and interests of the
Warrantholders, and deliver such certificate(s), the executed Exercise Notice
and a certified cheque, bank draft or money order payable to or to the order of
the Trust for the aggregate Exercise Price to the Warrant Agent at the Warrant
Agency prior to the Expiry Time. The Warrants represented by a Warrant
Certificate shall be deemed to be surrendered upon personal delivery of such
certificate, Exercise Notice and aggregate Exercise Price or, if such documents
are sent by mail or other means of transmission, upon actual receipt thereof by
the Warrant Agent at the office referred to above.

(2)

In addition to completing the Exercise Notice attached to the Warrant
Certificate(s), a U.S. Warrantholder must provide an opinion of counsel of
recognised standing in form and substance reasonably satisfactory to the Trust,
the Administrator and the Warrant Agent that the exercise is exempt from the
registration requirements of applicable securities laws of any state of the
United States and the U.S. Securities Act; provided, however, that in the case of a
U.S. Warrantholder that is a U.S. Purchaser, such U.S. Warrantholder will not
be required to deliver an opinion of counsel in connection with the due exercise
of the Warrants if such U.S. Warrantholder represents at the time of exercise
that such U.S. Warrantholder remains a U.S. Accredited Investor at the time of
exercise of the Warrants.

(3)

The Exercise Notice referred to in this Section 3.2 shall be signed by the
Warrantholder, or its executors or administrators or other legal representatives
or an attorney of the Warrantholder, duly appointed by an instrument in
writing satisfactory to the Warrant Agent.
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Any exercise referred to in this Section 3.2 shall require that the entire Exercise
Price for Warrant Units subscribed must be paid at the time of subscription and
such Exercise Price and original Exercise Notice executed by the
Warrantholder must be received by the Warrant Agent prior to the Expiry
Time.

(5)

Warrants may only be exercised pursuant to this Section 3.2 by or on behalf of
a Warrantholder, as applicable, who makes the certifications set forth on the
Exercise Notice set out in Schedule "B" or as provided herein.

(6)

If the form of Exercise Notice set forth in the Warrant Certificate shall have
been amended, the Trust shall cause the amended Exercise Notice to be
forwarded to all Warrantholders.

(7)

Exercise Notices must be delivered to the Warrant Agent at any time during
the Warrant Agent's actual business hours on any Business Day prior to the
Expiry Time. Any Exercise Notice received by the Warrant Agent after business
hours on any Business Day other than the Expiry Date will be deemed to have
been received by the Warrant Agent on the next following Business Day.

(8)

Any Warrant with respect to which an Exercise Notice is not received by the
Warrant Agent before the Expiry Time shall be deemed to have expired and
become void and all rights with respect to such Warrants shall terminate and
be cancelled.
Section 3.3
Restrictions on Exercise by U.S. Persons;
Legended Certificates

(1)

The Warrants and the Warrant Units have not been and will not be registered
under the U.S. Securities Act or the securities laws of any state of the United
States, and the Warrants may not be exercised by or on behalf of any person in
the United States or any U.S. Person unless an exemption from the registration
requirements of the U.S. Securities Act and the securities laws of all applicable
states is available.

(2)

The Warrant Agent shall not issue or register Warrant Units unless the
Warrantholder provides:
(a)

a written certification (by way of making appropriate indication in the
Exercise Notice attached as Schedule "B" to this Warrant Indenture)
that the Warrantholder at the time of exercise of the Warrants (i) is not
in the United States; (ii) is not a U.S. Person; (iii) is not exercising the
Warrants on behalf of a U.S. Person or a person in the United States;
(iv) will not request delivery of the underlying Class A Units to an
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with the terms of Regulation S; or
(b)

a written certification (by way of making appropriate indication in the
Exercise Notice attached as Schedule "B" to this Warrant Indenture) that
the Warrantholder (i) purchased the Units of which the Warrants
comprised a part directly from the Trust pursuant to a duly executed
Accredited Investor Agreement for the purchase of Units; (ii) is
exercising the Warrants solely for its own account or for the account of
the original beneficial purchaser, if any; (iii) each of it and any beneficial
purchaser was on the date the Units were purchased from the Trust, and
is on the date of exercise of the Warrants, a U.S. Accredited Investor; (iv)
all the representations, warranties and covenants set forth in the written
and duly executed Accredited Investor Agreement made by the
Warrantholder for the purchase of Units from the Trust continue to be
true and correct as if duly executed as of the date thereof; and (v) is, and
any beneficial purchaser for whose account the holder acquired the
Warrants and is exercising the Warrants is, a U.S. Accredited Investor;
or

(c)

an opinion of counsel of recognized standing or other evidence in form
and substance reasonably satisfactory to the Trust, the Administrator
and the Warrant Agent to the effect that the exercise of the Warrants and
the issuance of the Warrant Units has been registered under the U.S.
Securities Act and applicable state securities laws or are exempt from
registration under the U.S. Securities Act or any applicable state
securities laws.

(3)

No certificates representing Warrant Units will be registered or delivered to an
address in the United States unless the Warrantholder complies with the
requirements set forth in Section 3.3(2)(b) or Section 3.3(2)(c) and, in the case of
Section 3.3(2)(c), the Trust or the Administrator has confirmed in writing to the
Warrant Agent that the opinion of counsel or such other evidence required by
the Trust is reasonably satisfactory to the Trust. The certificates representing
the Warrant Units issued in connection with the exercise of Warrants pursuant
to Section 3.3(2)(b) or Section 3.3(2)(c) shall bear or be deemed to bear the
legend set forth in Section 3.3(4) of this Indenture.

(4)

Certificates representing Warrant Units issued upon the exercise of Warrants
which bear the legend set forth in Section 2.7(1) or which are issued and
delivered pursuant to Section 3.3(3) shall bear or be deemed to bear the
following legend:
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WILL NOT BE REGISTERED UNDER THE UNITED STATES
SECURITIES ACT OF 1933, AS AMENDED (THE "U.S. SECURITIES
ACT"), OR ANY STATE SECURITIES LAWS. THE HOLDER HEREOF,
BY PURCHASING OR OTHERWISE HOLDING SUCH SECURITIES,
AGREES FOR THE BENEFIT OF THE TRUST THAT SUCH
SECURITIES MAY BE OFFERED, SOLD, PLEDGED OR OTHERWISE
TRANSFERRED, DIRECTLY OR INDIRECTLY, ONLY (A) TO THE
TRUST, (B) OUTSIDE THE UNITED STATES IN ACCORDANCE
WITH RULE 904 OF REGULATION S UNDER THE U.S. SECURITIES
ACT AND IN COMPLIANCE WITH APPLICABLE LOCAL LAWS
AND REGULATIONS, (C) PURSUANT TO THE EXEMPTION FROM
REGISTRATION UNDER THE U.S. SECURITIES ACT PROVIDED BY
(i) RULE 144 UNDER THE U.S. SECURITIES ACT, IF AVAILABLE, OR
(ii) 144A UNDER THE U.S. SECURITIES ACT, IF AVAILABLE, AND
IN COMPLIANCE WITH APPLICABLE STATE SECURITIES LAWS,
(D) IN COMPLIANCE WITH ANOTHER EXEMPTION FROM
REGISTRATION UNDER THE U.S. SECURITIES ACT AND
APPLICABLE STATE SECURITIES LAWS, OR (E) PURSUANT TO AN
EFFECTIVE REGISTRATION STATEMENT UNDER THE U.S.
SECURITIES ACT, AND PROVIDED THAT IN THE CASE OF
TRANSFERS PURSUANT TO (C)(i) OR (D) ABOVE, A LEGAL
OPINION REASONABLY SATISFACTORY TO THE TRUST AND THE
REGISTRAR AND TRANSFER AGENT MUST FIRST BE PROVIDED
TO THE TRUST AND THE REGISTRAR AND TRANSFER AGENT TO
THE EFFECT THAT SUCH TRANSFER IS EXEMPT FROM
REGISTRATION UNDER THE U.S. SECURITIES ACT AND
APPLICABLE STATE SECURITIES LAWS. DELIVERY OF THIS
CERTIFICATE MAY NOT CONSTITUTE "GOOD DELIVERY" IN
SETTLEMENT OF TRANSACTIONS ON STOCK EXCHANGES IN
CANADA."
provided that, if any such Warrant Units are being sold outside the United
States in accordance with Rule 904 of Regulation S, and in compliance with
applicable local securities laws and regulations, the legend set forth above may
be removed by the transferor providing a declaration to the Trust, the
Administrator and the Trust's registrar and transfer agent in the form set forth
in Schedule "C" attached hereto or as the Trust may prescribe from time to time,
together with any other evidence the registrar and transfer agent may require,
which may include an opinion of counsel, of recognised standing reasonably
satisfactory to the Trust, the Administrator and the Trust's registrar and
transfer agent, to the effect that the legend is no longer required under
applicable requirements of the U.S. Securities Act; provided, further, that, if
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Securities Act or with the prior written consent of the Trust pursuant to another
exemption from registration under the U.S. Securities Act and applicable state
securities laws, the legend may be removed by delivery to the Trust, the
Administrator and to the Trust's registrar and transfer agent of an opinion of
counsel, of recognized standing reasonably satisfactory in form and substance
to the Trust, the Administrator and to the Trust's transfer agent, to the effect
that such legend is no longer required under applicable requirements of the
U.S. Securities Act or state securities laws.
(5)

Certificates representing Warrant Units issued upon the exercise of Warrant
Certificates (and issued in substitution or exchange therefor) prior to the date
that is four months and one day after the date hereof shall bear the following
legend:
"UNLESS PERMITTED UNDER SECURITIES LEGISLATION, THE
HOLDER OF THIS SECURITY MUST NOT TRADE THE SECURITY
BEFORE THE DATE THAT IS 4 MONTHS AND A DAY AFTER THE
LATER OF (I) [INSERT THE DISTRIBUTION DATE], AND (II) THE
DATE THE ISSUER BECAME A REPORTING ISSUER IN ANY
PROVINCE OR TERRITORY."
Section 3.4

Transfer Fees and Taxes.

If any of the Warrant Units subscribed for are to be issued to a person or
persons other than the Warrantholder, the Warrantholder shall execute the form of
transfer and will comply with such reasonable requirements as the Warrant Agent
may stipulate and will pay to the Trust, the Administrator or the Warrant Agent on
behalf of the Trust, all applicable transfer or similar taxes and the Trust will not be
required to issue or deliver certificates evidencing Warrant Units unless or until such
Warrantholder shall have paid to the Trust, the Administrator or the Warrant Agent
on behalf of the Trust, the amount of such tax or shall have established to the
satisfaction of the Trust, the Administrator and the Warrant Agent that such tax has
been paid or that no tax is due.
Section 3.5

Warrant Agency.

To facilitate the exchange, transfer or exercise of Warrants and compliance with
such other terms and conditions hereof as may be required, the Trust has appointed
the Warrant Agency, as the agency at which Warrants may be surrendered for
exchange or transfer or at which Warrants may be exercised and the Warrant Agent
has accepted such appointment. The Trust may from time to time designate alternate
or additional places as the Warrant Agency (subject to the Warrant Agent's prior
approval) and will give notice to the Warrant Agent of any proposed change of the
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any, as the Trust, with the approval of the Warrant Agent, may designate. The
Warrant Agent will from time to time when requested to do so by the Trust, the
Administrator or any Warrantholder, upon payment of the Warrant Agent's
reasonable charges, furnish a list of the names and addresses of Warrantholders
showing the number of Warrants held by each such Warrantholder.
Section 3.6

Effect of Exercise of Warrants.

(1)

Upon the exercise of Warrants pursuant to and in compliance with Section 3.2
and subject to Section 3.3 and Section 3.4, the Warrant Units to be issued
pursuant to the Warrants exercised shall be deemed to have been issued and
the person or persons to whom such Warrant Units are to be issued shall be
deemed to have become the holder or holders of such Warrant Units on the
Exercise Date, with delivery of such Warrant Units within five (5) Business
Days of the Exercise Date, unless the register shall be closed on such date, in
which case the Warrant Units subscribed for shall be deemed to have been
issued and such person or persons deemed to have become the holder or
holders of record of such Warrant Units, on the date on which such register is
reopened. It is hereby understood that in order for persons to whom Warrant
Units are to be issued, to become holders of Warrant Units on record on the
Exercise Date, beneficial holders must commence the exercise process
sufficiently in advance so that the Warrant Agent is in receipt of all items of
exercise at least one (1) Business Day prior to such Exercise Date.

(2)

Within five (5) Business Days after the Exercise Date with respect to a Warrant,
the Warrant Agent shall use commercially reasonable efforts to cause to be
delivered or mailed to the person or persons in whose name or names the
Warrant is registered or, if so specified in writing by the holder, cause to be
delivered to such person or persons at the Warrant Agency where the Warrant
Certificate was surrendered, a certificate or certificates for the appropriate
number of Warrant Units subscribed for.
Section 3.7

(1)

Partial Exercise of Warrants; Fractions.

The holder of any Warrants may exercise his right to acquire a number of whole
Warrant Units less than the aggregate number which the holder is entitled to
acquire. In the event of any exercise of a number of Warrants less than the
number which the holder is entitled to exercise, the holder of Warrants upon
such exercise shall, in addition, be entitled to receive, without charge therefor,
a new Warrant Certificate(s), bearing the same legend, if applicable, in respect
of the balance of the Warrants held by such holder and which were not then
exercised.
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Notwithstanding anything herein contained including any adjustment
provided for in Article 4, the Trust shall not be required, upon the exercise of
any Warrants, to issue fractions of Warrant Units. Warrants may only be
exercised in a sufficient number to acquire whole numbers of Warrant Units.
Any subscription for fractional Warrant Units shall be rounded down to the
nearest whole number and the holder of such Warrants shall not be entitled to
any compensation in respect of any fractional Warrant Unit which is not issued.
Section 3.8

Expiration of Warrants.

Immediately after the Expiry Time, all rights under any Warrant in respect of
which the right of acquisition provided for herein shall not have been exercised shall
cease and terminate and each Warrant shall be void and of no further force or effect.
Section 3.9

Accounting and Recording.

(1)

The Warrant Agent shall promptly account to the Trust with respect to
Warrants exercised, and shall promptly forward to the Trust (or into an account
or accounts of the Trust with the bank or trust company designated by the
Trust for that purpose), all monies received by the Warrant Agent on the
subscription of Warrant Units through the exercise of Warrants. All such
monies and any securities or other instruments, from time to time received by
the Warrant Agent, shall be received for the benefit of, and shall be segregated
and kept apart by the Warrant Agent for the benefit of, the Warrantholders and
the Trust as their interests may appear.

(2)

The Warrant Agent shall record the particulars of Warrants exercised, which
particulars shall include the names and addresses of the persons who become
holders of Warrant Units on exercise and the Exercise Date, in respect thereof.
The Warrant Agent shall provide such particulars in writing to the Trust and
the Administrator within five (5) Business Days of any request by the Trust or
the Administrator therefor.
Section 3.10

Securities Restrictions.

Notwithstanding anything herein contained, Warrant Units will be issued
upon exercise of a Warrant only in compliance with the securities laws of any
applicable jurisdiction.
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ADJUSTMENT OF NUMBER OF WARRANT UNITS
AND EXERCISE PRICE
Section 4.1
Exercise Price.

Adjustment of Number of Warrant Units and

The subscription rights in effect under the Warrants for Warrant Units issuable
upon the exercise of the Warrants shall be subject to adjustment from time to time as
follows:
(a)

if, at any time during the Adjustment Period, the Trust shall:
(i)

subdivide, re-divide or change its outstanding Class A Units into
a greater number of Class A Units;

(ii)

reduce, combine or consolidate its outstanding Class A Units into
a lesser number of Class A Units; or

(iii)

issue Class A Units or securities exchangeable for, or convertible
into, Class A Units to all or substantially all of the holders of Class
A Units by way of stock distribution or other distribution (other
than a distribution of Class A Units upon the exercise of any
outstanding warrants or options);

(any of such events in Section 4.1(a)(i), (ii) or (iii) being called a "Class A Unit
Reorganization") then the Exercise Price shall be adjusted as of the effective
date or record date of such Class A Unit Reorganization, and shall in the case
of the events referred to in (i) or (iii) above be decreased in proportion to the
number of outstanding Class A Units resulting from such subdivision, redivision, change or distribution, or shall, in the case of the events referred to in
(ii) above, be increased in proportion to the number of outstanding Class A
Units resulting from such reduction, combination or consolidation by
multiplying the Exercise Price in effect immediately prior to such effective date
or record date by a fraction, the numerator of which shall be the number of
Class A Units outstanding on such effective date or record date before giving
effect to such Class A Unit Reorganization and the denominator of which shall
be the number of Class A Units outstanding as of the effective date or record
date after giving effect to such Class A Unit Reorganization (including, in the
case where securities exchangeable for or convertible into Class A Units are
distributed, the number of Class A Units that would have been outstanding
had such securities been exchanged for or converted into Class A Units on such
record date or effective date). Such adjustment shall be made successively
whenever any event referred to in this Section 4.1(a) shall occur. Upon any
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shall be contemporaneously adjusted by multiplying the number of Class A
Units theretofore obtainable on the exercise thereof by a fraction of which the
numerator shall be the Exercise Price in effect immediately prior to such
adjustment and the denominator shall be the Exercise Price resulting from such
adjustment;
(b)

if and whenever at any time during the Adjustment Period, the Trust
shall fix a record date for the issuance of rights, options or warrants to
all or substantially all the holders of its outstanding Class A Units
entitling them, for a period expiring not more than forty-five (45) days
after such record date, to subscribe for or purchase Class A Units (or
securities convertible or exchangeable into Class A Units) at a price per
Class A Unit (or having a conversion or exchange price per Class A Unit)
less than 95% of the Current Market Price on such record date (a "Rights
Offering"), the Exercise Price shall be adjusted immediately after such
record date so that it shall equal the amount determined by multiplying
the Exercise Price in effect on such record date by a fraction, of which
the numerator shall be the total number of Class A Units outstanding on
such record date plus a number of Class A Units equal to the number
arrived at by dividing the aggregate price of the total number of
additional Class A Units offered for subscription or purchase (or the
aggregate conversion or exchange price of the convertible or
exchangeable securities so offered) by the Current Market Price, and of
which the denominator shall be the total number of Class A Units
outstanding on such record date plus the total number of additional
Class A Units offered for subscription or purchase or into which the
convertible or exchangeable securities so offered are convertible or
exchangeable; any Class A Units owned by or held for the account of the
Trust shall be deemed not to be outstanding for the purpose of any such
computation; such adjustment shall be made successively whenever
such a record date is fixed; to the extent that no such rights or warrants
are exercised prior to the expiration thereof, the Exercise Price shall be
readjusted to the Exercise Price which would then be in effect if such
record date had not been fixed or, if any such rights or warrants are
exercised, to the Exercise Price which would then be in effect based
upon the number of Class A Units (or securities convertible or
exchangeable into Class A Units) actually issued upon the exercise of
such rights or warrants, as the case may be. Upon any adjustment of the
Exercise Price pursuant to this Section 4.1(b), the Exchange Rate will be
adjusted immediately after such record date so that it will equal the rate
determined by multiplying the Exchange Rate in effect on such record
date by a fraction, of which the numerator shall be the Exercise Price in
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be the Exercise Price resulting from such adjustment. Such adjustment
will be made successively whenever such a record date is fixed,
provided that if two or more such record dates or record dates referred
to in this Section 4.1(b) are fixed within a period of twenty-five (25) days,
such adjustment will be made successively as if each of such record
dates occurred on the earliest of such record dates;
(c)

if and whenever at any time during the Adjustment Period, the Trust
shall fix a record date for the making of a distribution to all or
substantially all the holders of its outstanding Class A Units of
(i) securities of any class, whether of the Trust or any other entity (other
than Class A Units), (ii) rights, options or warrants to subscribe for or
purchase Class A Units (or other securities convertible into or
exchangeable for Class A Units), other than pursuant to a Rights
Offering; (iii) evidences of its indebtedness or (iv) any property or other
assets then, in each such case, the Exercise Price shall be adjusted
immediately after such record date so that it shall equal the price
determined by multiplying the Exercise Price in effect on such record
date by a fraction, of which the numerator shall be the total number of
Class A Units outstanding on such record date multiplied by the
Current Market Price on such record date, less the excess, if any, of the
fair market value on such record date, as determined by the Trust
(whose determination shall be conclusive), of such securities or other
assets so issued or distributed over the fair market value of any
consideration received therefor by the Trust from the holders of the
Class A Units, and of which the denominator shall be the total number
of Class A Units outstanding on such record date multiplied by the
Current Market Price; and Class A Units owned by or held for the
account of the Trust shall be deemed not to be outstanding for the
purpose of any such computation; such adjustment shall be made
successively whenever such a record date is fixed; to the extent that such
distribution is not so made, the Exercise Price shall be readjusted to the
Exercise Price which would then be in effect if such record date had not
been fixed. Upon any adjustment of the Exercise Price pursuant to this
Section 4.1(c), the Exchange Rate will be adjusted immediately after
such record date so that it will equal the rate determined by multiplying
the Exchange Rate in effect on such record date by a fraction, of which
the numerator shall be the Exercise Price in effect immediately prior to
such adjustment and the denominator shall be the Exercise Price
resulting from such adjustment;
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if and whenever at any time during the Adjustment Period, there is a
reclassification of the Class A Units or a capital reorganization of the
Trust other than as described in Section 4.1(a) or a consolidation,
amalgamation, arrangement or merger of the Trust with or into any
other body corporate, trust, partnership or other entity, or a sale or
conveyance of the property and assets of the Trust as an entirety or
substantially as an entirety to any other body corporate, trust,
partnership or other entity, any Warrantholder who has not exercised
its right of acquisition prior to the effective date of such reclassification,
capital reorganization, consolidation, amalgamation, arrangement or
merger, sale or conveyance, upon the exercise of such right thereafter,
shall be entitled to receive upon payment of the Exercise Price and shall
accept, in lieu of the number of Warrant Units that prior to such effective
date the Warrantholder would have been entitled to receive, the number
of units or other securities or property of the Trust or of the body
corporate, trust, partnership or other entity resulting from such merger,
amalgamation or consolidation, or to which such sale or conveyance
may be made, as the case may be, that such Warrantholder would have
been entitled to receive on such reclassification, capital reorganization,
consolidation, amalgamation, arrangement or merger, sale or
conveyance, if, on the effective date thereof, as the case may be, the
Warrantholder had been the registered holder of the number of Warrant
Units to which prior to such effective date it was entitled to acquire upon
the exercise of the Warrants. If determined appropriate by the Warrant
Agent, relying on advice of Counsel, to give effect to or to evidence the
provisions of this Section 4.1(d), the Trust, its successor, or such
purchasing body corporate, partnership, trust or other entity, as the case
may be, shall, prior to or contemporaneously with any such
reclassification, capital reorganization, consolidation, amalgamation,
arrangement, merger, sale or conveyance, enter into an indenture which
shall provide, to the extent possible, for the application of the provisions
set forth in this Indenture with respect to the rights and interests
thereafter of the Warrantholders to the end that the provisions set forth
in this Indenture shall thereafter correspondingly be made applicable,
as nearly as may reasonably be, with respect to any units, other
securities or property to which a Warrantholder is entitled on the
exercise of its acquisition rights thereafter. Any indenture entered into
between the Trust and the Warrant Agent pursuant to the provisions of
this Section 4.1(d) shall be a supplemental indenture entered into
pursuant to the provisions of Article 8 hereof. Any indenture entered
into between the Trust, any successor to the Trust or such purchasing
body corporate, partnership, trust or other entity and the Warrant Agent
shall provide for adjustments which shall be as nearly equivalent as may
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shall apply to successive reclassifications, capital reorganizations,
amalgamations, consolidations, mergers, sales or conveyances;
(e)

in any case in which this Section 4.1 shall require that an adjustment
shall become effective immediately after a record date for an event
referred to herein, the Trust may defer, until the occurrence of such
event, issuing to the Warrantholder of any Warrant exercised after the
record date and prior to completion of such event the additional
Warrant Units issuable by reason of the adjustment required by such
event before giving effect to such adjustment; provided, however, that
the Trust shall deliver to such Warrantholder an appropriate instrument
evidencing such Warrantholder's right to receive such additional Class
A Units upon the occurrence of the event requiring such adjustment and
the right to receive any distributions made on such additional Class A
Units declared in favour of holders of record of Class A Units on and
after the relevant date of exercise or such later date as such
Warrantholder would, but for the provisions of this Section 4.1(e), have
become the holder of record of such additional Class A Units pursuant
to Section 4.1;

(f)

in any case in which Section 4.1(a)(iii), Section 4.1(b) or Section 4.1(c)
require that an adjustment be made to the Exercise Price, no such
adjustment shall be made if the Warrantholders of the outstanding
Warrants receive, subject to any required stock exchange or regulatory
approval, the rights or warrants referred to in Section 4.1(a)(iii),
Section 4.1(b) or the units, rights, options, warrants, evidences of
indebtedness or assets referred to in Section 4.1(c), as the case may be,
in such kind and number as they would have received if they had been
holders of Class A Units on the applicable record date or effective date,
as the case may be, by virtue of their outstanding Warrant having then
been exercised into Class A Units at the Exercise Price in effect on the
applicable record date or effective date, as the case may be;

(g)

the adjustments provided for in this Section 4.1 are cumulative, and
shall, in the case of adjustments to the Exercise Price be computed to the
nearest whole cent and shall apply to successive subdivisions, redivisions, reductions, combinations, consolidations, distributions,
issues or other events resulting in any adjustment under the provisions
of this Section 4.1, provided that, notwithstanding any other provision
of this Section, no adjustment of the Exercise Price shall be required
unless such adjustment would require an increase or decrease of at least
1% in the Exercise Price then in effect and no adjustment in the number
of Warrant Units shall be required unless such adjustment would
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exercise by at least one one-hundredth of a Class A Unit, as the case may
be; provided, however, that any adjustments which by reason of this
Section 4.1(g) are not required to be made shall be carried forward and
taken into account in any subsequent adjustment; and
(h)

after any adjustment pursuant to this Section 4.1, the term "Class A
Units" where used in this Indenture shall be interpreted to mean
securities of any class or classes which, as a result of such adjustment
and all prior adjustments pursuant to this Section 4.1, the
Warrantholder is entitled to receive upon the exercise of his Warrant,
and the number of Warrant Units indicated by any exercise made
pursuant to a Warrant shall be interpreted to mean the number of
Warrant Units or other property or securities a Warrantholder is entitled
to receive, as a result of such adjustment and all prior adjustments
pursuant to this Section 4.1, upon the full exercise of a Warrant.
Section 4.2
Warrant.

Entitlement to Warrant Units on Exercise of

All Class A Units or units of any class or other securities, which a
Warrantholder is at the time in question entitled to receive on the exercise of its
Warrants, whether or not as a result of adjustments made pursuant to this Article 4,
shall, for the purposes of the interpretation of this Indenture, be deemed to be Warrant
Units which such Warrantholder is entitled to acquire pursuant to such Warrants.
Section 4.3

No Adjustment for Certain Transactions.

Notwithstanding anything in this Article 4, no adjustment shall be made in the
acquisition rights attached to the Warrants if the issue of Class A Units is being made
pursuant to this Indenture or in connection with (a) any unit incentive plan or
restricted unit plan or unit purchase plan in force from time to time for trustees,
directors, officers, employees, consultants or other service providers of the Trust or
the Administrator, as the case may be; or (b) the satisfaction of existing instruments
issued at the date hereof.
Section 4.4

Determination by Independent Firm.

In the event of any question arising with respect to the adjustments provided
for in this Article 4 such question shall be conclusively determined by an independent
firm of chartered public accountants other than the Auditors, who shall have access
to all necessary records of the Trust and the Administrator, and such determination
shall be binding upon the Trust, the Administrator, the Warrant Agent, all holders
and all other persons interested therein.
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Adjustment.

Proceedings Prior to any Action Requiring

As a condition precedent to the taking of any action which would require an
adjustment in any of the acquisition rights pursuant to any of the Warrants, including
the number of Warrant Units which are to be received upon the exercise thereof, the
Trust or the Administrator shall take any action which may, in the opinion of Counsel,
be necessary in order that the Trust has unissued and reserved in its authorized units
and may validly and legally issue as fully paid and non-assessable all the Warrant
Units which the holders of such Warrants are entitled to receive on the full exercise
thereof in accordance with the provisions hereof.
Section 4.6

Certificate of Adjustment.

The Trust or the Administrator shall from time to time immediately after the
occurrence of any event which requires an adjustment or readjustment as provided in
Section 4.1, deliver a certificate of the Trust to the Warrant Agent specifying the nature
of the event requiring the same and the amount of the adjustment or readjustment
necessitated thereby and setting forth in reasonable detail the method of calculation
and the facts upon which such calculation is based, which certificate may be
supported by a certificate of the Trust's Auditors verifying such calculation if
requested by the Warrant Agent at their discretion. The Warrant Agent shall rely, and
shall be protected in so doing, upon the certificate of the Trust or of the Trust's Auditor
and any other document filed by the Trust pursuant to this Article 4 for all purposes.
Section 4.7

Notice of Special Matters.

The Trust covenants with the Warrant Agent that, so long as any Warrant
remains outstanding, it or the Administrator will give notice to the Warrant Agent
and to the Warrantholders of its intention to fix a record date that is prior to the Expiry
Date for any matter for which an adjustment may be required pursuant to Section 4.1.
Such notice shall specify the particulars of such event and the record date for such
event, provided that the Trust shall only be required to specify in the notice such
particulars of the event as shall have been fixed and determined on the date on which
the notice is given. The notice shall be given in each case not less than fourteen (14)
days prior to such applicable record date. If notice has been given and the adjustment
is not then determinable, the Trust or the Administrator shall promptly, after the
adjustment is determinable, file with the Warrant Agent a computation of the
adjustment and give notice to the Warrantholders of such adjustment computation.
Section 4.8

No Action after Notice.

The Trust covenants with the Warrant Agent that it will not close its transfer
books or take any other corporate action which might deprive the Warrantholder of
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of fourteen (14) days after the giving of the certificate or notices set forth in Section 4.6
and Section 4.7.
Section 4.9

Other Action.

If the Trust, after the date hereof, shall take any action affecting the Class A
Units other than action described in Section 4.1, which in the reasonable opinion of
the trustees of the Trust or the directors of the Administrator would materially affect
the rights of Warrantholders, the Exercise Price and/or Exchange Rate, the number of
Warrant Units which may be acquired upon exercise of the Warrants shall be adjusted
in such manner and at such time, by action of the trustees or the directors, as
applicable, acting reasonably and in good faith, in their sole discretion as they may
determine to be equitable to the Warrantholder in the circumstances, provided that
no such adjustment will be made unless any requisite prior approval of any stock
exchange on which the Class A Units are listed for trading has been obtained.
Section 4.10

Protection of Warrant Agent.

The Warrant Agent shall not:
(a)

at any time be under any duty or responsibility to any Warrantholder to
determine whether any facts exist which may require any adjustment
contemplated by Section 4.1, or with respect to the nature or extent of
any such adjustment when made, or with respect to the method
employed in making the same;

(b)

be accountable with respect to the validity or value (or the kind or
amount) of any Warrant Units or of any other securities or property
which may at any time be issued or delivered upon the exercise of the
rights attaching to any Warrant;

(c)

be responsible for any failure of the Trust to issue, transfer or deliver
Warrant Units or certificates for the same upon the surrender of any
Warrants for the purpose of the exercise of such rights or to comply with
any of the covenants contained in this Article 4; and

(d)

incur any liability or be in any way responsible for the consequences of
any breach on the part of the Trust or the Administrator of any of the
representations, warranties or covenants herein contained or of any acts
of the trustees, employees, agents or servants of the Trust or the
directors, officers, employees, agents or servants of the Administrator.
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Participation by Warrantholder.

No adjustments shall be made pursuant to this Article 4 if the Warrantholders
are entitled to participate in any event described in this Article 4 on the same terms,
mutatis mutandis, as if the Warrantholder had exercised their Warrants prior to, or on
the effective date or record date of, such event and any such participation will be
subject to the prior approval of the Exchange.
RIGHTS OF THE TRUST AND COVENANTS
Section 5.1

Optional Purchases by the Trust.

Subject to compliance with applicable securities legislation and approval of
applicable regulatory authorities, if any, the Trust may from time to time purchase by
private contract or otherwise any of the Warrants. Any such purchase shall be made
at the lowest price or prices at which, in the opinion of the trustees of the Trust or the
directors of the Administrator, such Warrants are then obtainable, plus reasonable
costs of purchase, and may be made in such manner, from such persons and on such
other terms as the Trust, in its sole discretion, may determine. In the case of Warrant
Certificates, Warrant Certificates representing the Warrants purchased pursuant to
this Section 5.1 shall forthwith be delivered to and cancelled by the Warrant Agent
and reflected accordingly on the register of Warrants.
Section 5.2

General Covenants.

The Trust covenants with the Warrant Agent that so long as any Warrants
remain outstanding:
(a)

it will reserve and keep available a sufficient number of Class A Units
for the purpose of enabling it to satisfy its obligations to issue Warrant
Units upon the exercise of the Warrants;

(b)

it will cause the Warrant Units from time to time acquired pursuant to
the exercise of the Warrants to be duly issued and delivered in
accordance with the Warrants and the terms hereof;

(c)

all Warrant Units which shall be issued upon exercise of the right to
acquire provided for herein shall be fully paid and non-assessable, free
and clear of all encumbrances;

(d)

it will use reasonable commercial efforts to maintain its existence and
carry on its business in the ordinary course;
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generally, it will well and truly perform and carry out all of the acts or
things to be done by it as provided in this Indenture; and

(f)

the Trust or the Administrator will promptly notify the Warrant Agent
and the Warrantholders in writing of any material default under the
terms of this Warrant Indenture which remains unrectified for more
than thirty (30) days following its occurrence.
Section 5.3

Warrant Agent's Remuneration and Expenses.

The Trust covenants that it will pay to the Warrant Agent from time to time
reasonable remuneration for its services hereunder and will pay or reimburse the
Warrant Agent upon its request for all reasonable expenses, disbursements and
advances incurred or made by the Warrant Agent in the administration or execution
of its duties hereby created (including the reasonable compensation and the
disbursements of its Counsel and all other advisers and assistants not regularly in its
employ) both before any default hereunder and thereafter until all duties of the
Warrant Agent hereunder shall be finally and fully performed. Any amount owing
hereunder and remaining unpaid after thirty (30) days from the invoice date will bear
interest at the then current rate charged by the Warrant Agent against unpaid invoices
and shall be payable upon demand. This Section 5.3 shall survive the resignation or
removal of the Warrant Agent and/or the termination of this Indenture.
Section 5.4

Performance of Covenants by Warrant Agent.

If the Trust shall fail to perform any of its covenants contained in this
Indenture, the Warrant Agent may notify the Warrantholders of such failure on the
part of the Trust and may itself perform any of the covenants capable of being
performed by it but, subject to Section 9.2, shall be under no obligation to perform
said covenants or to notify the Warrantholders of such performance by it. All sums
expended or advanced by the Warrant Agent in so doing shall be repayable as
provided in Section 5.3. No such performance, expenditure or advance by the Warrant
Agent shall relieve the Trust of any default hereunder or of its continuing obligations
under the covenants herein contained.
Section 5.5

Enforceability of Warrants.

The Trust covenants and agrees that it is duly authorized to create and issue
the Warrants to be issued hereunder and that the Warrants, when issued and
Authenticated as herein provided, will be valid and enforceable against the Trust in
accordance with the provisions hereof and the terms hereof and that, subject to the
provisions of this Indenture, the Trust will cause the Warrant Units from time to time
acquired upon exercise of Warrants issued under this Indenture to be duly issued and
delivered in accordance with the terms of this Indenture.
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ENFORCEMENT
Section 6.1

Suits by Warrantholder.

All or any of the rights conferred upon any Warrantholder by any of the terms
of this Indenture may be enforced by the Warrantholder by appropriate proceedings
but without prejudice to the right which is hereby conferred upon the Warrant Agent
to proceed in its own name to enforce each and all of the provisions herein contained
for the benefit of the Warrantholder.
Section 6.2

Suits by the Trust.

The Trust or the Administrator shall have the right to enforce full payment of
the Exercise Price of all Warrant Units issued by the Warrant Agent to a
Warrantholder hereunder and shall be entitled to demand such payment from the
Warrantholder or alternatively to instruct the Warrant Agent to cancel or cause to be
cancelled the unit certificates representing such Warrant Units and amend the
securities register of the Trust accordingly.
Section 6.3

Immunity of Unitholders, etc.

The Warrant Agent and the Warrantholders hereby waive and release any
right, cause of action or remedy now or hereafter existing in any jurisdiction against
any settlor or any past, present or future Unitholder, trustee, employee or agent of the
Trust or any successor entity on any covenant, agreement, representation or warranty
by the Trust herein.
Section 6.4

Waiver of Default.

Upon the happening of any default hereunder:
(a)

the Warrantholders of not less than 51% of the Warrants then
outstanding shall have power (in addition to the powers exercisable by
Extraordinary Resolution) by requisition in writing to instruct the
Warrant Agent to waive any default hereunder and the Warrant Agent
shall thereupon waive the default upon such terms and conditions as
shall be prescribed in such requisition;

(b)

the Trust shall have power to call and convene a meeting of
Warrantholders, and Warrantholders holding a simple majority of the
Warrants present at such meeting in person or by proxy shall have
power to resolve to approve the waiver of any default hereunder and to
instruct the Warrant Agent of the same and the Warrant Agent shall
thereupon waive the default upon such terms and conditions as shall be
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(c)

the Warrant Agent shall have power to waive any default hereunder
upon such terms and conditions as the Warrant Agent may deem
advisable, on the advice of Counsel, if, in the Warrant Agent's opinion,
based on the advice of Counsel, the same shall have been cured or
adequate provision made therefor;

provided that no delay or omission of the Warrant Agent or of the Warrantholder to
exercise any right or power accruing upon any default shall impair any such right or
power or shall be construed to be a waiver of any such default or acquiescence therein
and provided further that no act or omission either of the Warrant Agent or of the
Warrantholder in the premises shall extend to or be taken in any manner whatsoever
to affect any subsequent default hereunder of the rights resulting therefrom.
MEETINGS OF WARRANTHOLDERS
Section 7.1

Right to Convene Meetings.

The Warrant Agent may at any time and from time to time, and shall on receipt
of a written request of the Trust or the Administrator or of a Warrantholders' Request
and upon being indemnified and funded to its reasonable satisfaction by the Trust or
by the Warrantholders signing such Warrantholders' Request against the costs which
may be incurred in connection with the calling and holding of such meeting, convene
a meeting of the Warrantholders. If the Warrant Agent fails to so call a meeting within
seven (7) days after receipt of such written request of the Trust or the Administrator
or within thirty (30) days after receipt of such Warrantholders' Request and the
indemnity and funding given as aforesaid, the Trust, the Administrator or such
Warrantholders, as the case may be, may convene such meeting. Every such meeting
shall be held in the City of Calgary or at such other place as may be approved or
determined by the Warrant Agent and the Trust or the Administrator. Any meeting
held pursuant to this Section 7.1 may be done through a virtual or electronic meeting
platform, subject to the Warrant Agent's capabilities at the time.
Section 7.2

Notice.

At least twenty-one (21) days' prior written notice of any meeting of
Warrantholders shall be given to the Warrantholders in the manner provided for in
Section 10.2 and a copy of such notice shall be sent by mail to the Warrant Agent
(unless the meeting has been called by the Warrant Agent) and to the Trust and the
Administrator (unless the meeting has been called by the Trust or the Administrator).
Such notice shall state the time when and the place where the meeting is to be held,
shall state briefly the general nature of the business to be transacted thereat and shall
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make a reasoned decision on the matter, but it shall not be necessary for any such
notice to set out the terms of any resolution to be proposed or any of the provisions of
this Section 7.2.
Section 7.3

Chairperson.

An individual (who need not be a Warrantholder) designated in writing by the
Warrant Agent shall be chairperson of the meeting and if no individual is so
designated, or if the individual so designated is not present within fifteen (15) minutes
from the time fixed for the holding of the meeting, the Warrantholders present in
person or by proxy shall choose an individual present to be chairperson.
Section 7.4

Quorum.

Subject to the provisions of Section 7.11, at any meeting of the Warrantholders
a quorum shall consist of Warrantholder(s) present in person or by proxy representing
at least 10% of the aggregate number of Warrants then outstanding. If a quorum of
the Warrantholders shall not be present within thirty (30) minutes from the time fixed
for holding any meeting, the meeting, if summoned by Warrantholders or on a
Warrantholders' Request, shall be dissolved; but in any other case the meeting shall
be adjourned to the same day in the next week (unless such day is not a Business Day,
in which case it shall be adjourned to the next following Business Day) at the same
time and place and no notice of the adjournment need be given. Any business may be
brought before or dealt with at an adjourned meeting which might have been dealt
with at the original meeting in accordance with the notice calling the same. No
business shall be transacted at any meeting unless a quorum be present at the
commencement of business. At the adjourned meeting, the Warrantholders present in
person or by proxy shall form a quorum and may transact the business for which the
meeting was originally convened, notwithstanding that they may not represent at
least 10% of the then outstanding Warrants.
Section 7.5

Power to Adjourn.

The chairperson of any meeting at which a quorum of the Warrantholders is
present may, with the consent of the meeting, adjourn any such meeting, and no
notice of such adjournment need be given except such notice, if any, as the meeting
may prescribe.
Section 7.6

Show of Hands.

Every question submitted to a meeting shall be decided in the first place by a
majority of the votes given on a show of hands except that votes on an Extraordinary
Resolution shall be given in the manner hereinafter provided. At any such meeting,
unless a poll is duly demanded as herein provided, a declaration by the chairperson

- 34 that a resolution has been carried or carried unanimously or by a particular majority
or lost or not carried by a particular majority shall be conclusive evidence of the fact.
Section 7.7

Poll and Voting.

(1)

On every Extraordinary Resolution, and on any other question submitted to a
meeting and after a vote by show of hands when demanded by the chairperson
or by one or more of the Warrantholders acting in person or by proxy and
holding at least 5% of the aggregate number of Warrants then outstanding, a
poll shall be taken in such manner as the chairperson shall direct. Questions
other than those required to be determined by Extraordinary Resolution shall
be decided by a majority of the votes cast on the poll.

(2)

On a show of hands, every person who is present and entitled to vote, whether
as a Warrantholder or as proxy for one or more absent Warrantholder, or both,
shall have one vote. On a poll, each Warrantholder present in person or
represented by a proxy duly appointed by instrument in writing shall be
entitled to one vote in respect of each Warrant then held or represented by it.
A proxy need not be a Warrantholder. The chairperson of any meeting shall be
entitled, both on a show of hands and on a poll, to vote in respect of the
Warrants, if any, held or represented by him or her.
Section 7.8

Regulations.

(1)

The Warrant Agent, or the Trust or the Administrator with the approval of the
Warrant Agent, may from time to time make and from time to time vary such
regulations as it shall think fit, providing for or governing the following: (i) for
the setting of the record date for a meeting for the purpose of determining
Warrantholders entitled to receive notice of and to vote at the meeting; and (ii)
generally, for the calling of a meeting of Warrantholders and the conduct of
business.

(2)

Any regulations so made shall be binding and effective and the votes given in
accordance therewith shall be valid and shall be counted. Save as such
regulations may provide, the only persons who shall be recognized at any
meeting as a Warrantholder, or be entitled to vote or be present at the meeting
in respect thereof (subject to Section 7.9), shall be Warrantholders or proxies of
Warrantholders.
Section 7.9
Represented.

Trust, Adminstrator and Warrant Agent May be

The Trust, the Administrator and the Warrant Agent, by their respective
trustees, directors, officers, agents, and employees and the Counsel for the Trust and
for the Warrant Agent may attend any meeting of the Warrantholders.
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Powers Exercisable by Extraordinary Resolution.

In addition to all other powers conferred upon them by any other provisions
of this Indenture or by law, the Warrantholders at a meeting shall, subject to the
provisions of Section 7.11, have the power exercisable from time to time by
Extraordinary Resolution:
(a)

to agree to any modification, abrogation, alteration, compromise or
arrangement of the rights of Warrantholders or the Warrant Agent in its
capacity as warrant agent hereunder (subject to the Warrant Agent's
prior consent, acting reasonably) or on behalf of the Warrantholders
against the Trust whether such rights arise under this Indenture or
otherwise;

(b)

to amend, alter or repeal any Extraordinary Resolution previously
passed or sanctioned by the Warrantholders;

(c)

to direct or to authorize the Warrant Agent, subject to Section 9.2(2)
hereof, to enforce any of the covenants on the part of the Trust contained
in this Indenture or to enforce any of the rights of the Warrantholders in
any manner specified in such Extraordinary Resolution or to refrain
from enforcing any such covenant or right;

(d)

to waive, and to direct the Warrant Agent to waive, any default on the
part of the Trust in complying with any provisions of this Indenture
either unconditionally or upon any conditions specified in such
Extraordinary Resolution;

(e)

to restrain any Warrantholder from taking or instituting any suit, action
or proceeding against the Trust for the enforcement of any of the
covenants on the part of the Trust in this Indenture or to enforce any of
the rights of the Warrantholder;

(f)

to direct any Warrantholder who, as such, has brought any suit, action
or proceeding to stay or to discontinue or otherwise to deal with the
same upon payment of the costs, charges and expenses reasonably and
properly incurred by such Warrantholder in connection therewith;

(g)

to assent to any change in or omission from the provisions contained in
this Indenture or any ancillary or supplemental instrument which may
be agreed to by the Trust, and to authorize the Warrant Agent to concur
in and execute any ancillary or supplemental indenture embodying the
change or omission;
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with the consent of the Trust, such consent not to be unreasonably
withheld, to remove the Warrant Agent or its successor in office and to
appoint a new warrant agent or warrant agents to take the place of the
Warrant Agent so removed; and

(i)

to assent to any compromise or arrangement with any creditor or
creditors or any class or classes of creditors, whether secured or
otherwise, and with holders of any units or other securities of the Trust.
Section 7.11

Meaning of Extraordinary Resolution.

(1)

The expression "Extraordinary Resolution" when used in this Indenture
means, subject as hereinafter provided in this Section 7.11 and in Section 7.14,
a resolution proposed at a meeting of Warrantholders duly convened for that
purpose and held in accordance with the provisions of this Article 7 at which
there are present in person or by proxy Warrantholder(s) holding at least 10%
of the aggregate number of Warrants then outstanding and passed by the
affirmative votes of Warrantholders holding not less than 662/3% of the
Warrants represented at the meeting and voted on the poll upon such
resolution.

(2)

If, at the meeting at which an Extraordinary Resolution is to be considered,
Warrantholder(s) holding at least 10% of the aggregate number of Warrants
then outstanding are not present in person or by proxy within thirty (30)
minutes after the time appointed for the meeting, then the meeting, if convened
by Warrantholders or on a Warrantholders' Request, shall be dissolved; but in
any other case it shall stand adjourned to such day, being not less than fifteen
(15) or more than sixty (60) days later, and to such place and time as may be
appointed by the chairperson. Not less than fourteen (14) days' prior notice
shall be given of the time and place of such adjourned meeting in the manner
provided for in Section 10.2. Such notice shall state that at the adjourned
meeting the Warrantholder(s) present in person or by proxy shall form a
quorum but it shall not be necessary to set forth the purposes for which the
meeting was originally called or any other particulars. At the adjourned
meeting, the Warrantholder(s) present in person or by proxy shall form a
quorum and may transact the business for which the meeting was originally
convened and a resolution proposed at such adjourned meeting and passed by
the requisite vote as provided in Section 7.11(1) shall be an Extraordinary
Resolution within the meaning of this Indenture notwithstanding that
Warrantholder(s) representing at least 10% of the aggregate number of
Warrants then outstanding are not present in person or by proxy at such
adjourned meeting.
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Subject to Section 7.14, votes on an Extraordinary Resolution shall always be
given on a poll and no demand for a poll on an Extraordinary Resolution shall
be necessary.
Section 7.12

Powers Cumulative.

Any one or more of the powers or any combination of the powers in this
Indenture stated to be exercisable by the Warrantholders by Extraordinary Resolution
or otherwise may be exercised from time to time and the exercise of any one or more
of such powers or any combination of powers from time to time shall not be deemed
to exhaust the right of the Warrantholders to exercise such power or powers or
combination of powers then or thereafter from time to time.
Section 7.13

Minutes.

Minutes of all resolutions and proceedings at every meeting of Warrantholders
shall be made and duly recorded in the books and such minutes as aforesaid, if signed
by the chairperson or the secretary of the meeting at which such resolutions were
passed or proceedings had shall be prima facie evidence of the matters therein stated
and, until the contrary is proved, every such meeting in respect of the proceedings of
which minutes shall have been made shall be deemed to have been duly convened
and held, and all resolutions passed thereat or proceedings taken shall be deemed to
have been duly passed and taken.
Section 7.14

Instruments in Writing.

All actions which may be taken and all powers that may be exercised by the
Warrantholders at a meeting held as provided in this Article 7 may also be taken and
exercised by Warrantholders holding at least 662/3% of the aggregate number of the
then outstanding Warrants by an instrument in writing signed in one or more
counterparts by such Warrantholders in person or by attorney duly appointed in
writing, and the expression "Extraordinary Resolution" when used in this Indenture
shall include an instrument so signed.
Section 7.15

Binding Effect of Resolutions.

Every resolution and every Extraordinary Resolution passed in accordance
with the provisions of this Article 7 at a meeting of Warrantholders shall be binding
upon all the Warrantholders, whether present at or absent from such meeting, and
every instrument in writing signed by Warrantholders in accordance with
Section 7.14 shall be binding upon all the Warrantholders, whether signatories thereto
or not, and each and every Warrantholder and the Warrant Agent (subject to the
provisions for indemnity herein contained) shall be bound to give effect accordingly
to every such resolution and instrument in writing.
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Holdings by Trust Disregarded.

In determining whether Warrantholders are present at a meeting of
Warrantholders for the purpose of determining a quorum or have concurred in any
consent, waiver, Extraordinary Resolution, Warrantholders' Request or other action
under this Indenture, Warrants owned legally or beneficially by the Trust shall be
disregarded in accordance with the provisions of Section 10.7.
SUPPLEMENTAL INDENTURES
Section 8.1
Provision for Supplemental Indentures for
Certain Purposes.
From time to time, the Trust (when authorized by action of the trustees of the
Trust or the directors of the Administrator, as applicable) and the Warrant Agent may,
subject to the provisions hereof, and they shall, when so directed in accordance with
the provisions hereof, execute and deliver by their proper officers, indentures or
instruments supplemental hereto, which thereafter shall form part hereof, for any one
or more or all of the following purposes:
(a)

setting forth any adjustments resulting from the application of the
provisions of Article 4;

(b)

adding to the provisions hereof such additional covenants and
enforcement provisions as, in the opinion of Counsel, are necessary or
advisable in the premises, provided that the same are not in the opinion
of the Warrant Agent, relying on the advice of Counsel, prejudicial to
the interests of the Warrantholders;

(c)

giving effect to any Extraordinary Resolution passed as provided in
Section 7.11;

(d)

making such provisions not inconsistent with this Indenture as may be
necessary or desirable with respect to matters or questions arising
hereunder or for the purpose of obtaining a listing or quotation of the
Warrants on any stock exchange or quotation system, provided that
such provisions are not, in the opinion of the Warrant Agent, relying on
the advice of Counsel, prejudicial to the interests of the Warrantholders;

(e)

adding to or altering the provisions hereof in respect of the transfer of
Warrants, making provision for the exchange of Warrants, and making
any modification in the form of the Warrant Certificates which does not
affect the substance thereof;
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modifying any of the provisions of this Indenture, including relieving
the Trust from any of the obligations, conditions or restrictions herein
contained, provided that such modification or relief shall be or become
operative or effective only if, in the opinion of the Warrant Agent,
relying on the advice of Counsel, such modification or relief in no way
prejudices any of the rights of the Warrantholders or of the Warrant
Agent, and provided further that the Warrant Agent may in its sole
discretion decline to enter into any such supplemental indenture which
in its opinion may not afford adequate protection to the Warrant Agent
when the same shall become operative;

(g)

providing for the issuance of additional Warrants hereunder, including
Warrants in excess of the number set out in Section 2.1 and any
consequential amendments hereto as may be required by the Warrant
Agent relying on the advice of Counsel; and

(h)

for any other purpose not inconsistent with the terms of this Indenture,
including the correction or rectification of any ambiguities, defective or
inconsistent provisions, errors, mistakes or omissions herein, provided
that in the opinion of the Warrant Agent, relying on the advice of
Counsel, the rights of the Warrant Agent and of the Warrantholders are
in no way prejudiced thereby.
Section 8.2

Successor Entities.

In the case of the consolidation, amalgamation, arrangement, merger or
transfer of the undertaking or assets of the Trust as an entirety or substantially as an
entirety to or with another entity ("successor entity"), the successor entity resulting
from such consolidation, amalgamation, arrangement, merger or transfer (if not the
Trust) shall expressly assume, by supplemental indenture satisfactory in form to the
Warrant Agent and executed and delivered to the Warrant Agent, the due and
punctual performance and observance of each and every covenant and condition of
this Indenture to be performed and observed by the Trust.
CONCERNING THE WARRANT AGENT
Section 9.1

Warrant Indenture Legislation.

(1)

If and to the extent that any provision of this Indenture limits, qualifies or
conflicts with a mandatory requirement of Applicable Legislation, such
mandatory requirement shall prevail.

(2)

The Trust, the Administrator and the Warrant Agent agree that each will, at all
times in relation to this Indenture and any action to be taken hereunder,
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Legislation.
Section 9.2

Rights and Duties of Warrant Agent.

(1)

In the exercise of the rights and duties prescribed or conferred by the terms of
this Indenture, the Warrant Agent shall exercise that degree of care, diligence
and skill that a reasonably prudent warrant agent would exercise in
comparable circumstances. No provision of this Indenture shall be construed
to relieve the Warrant Agent from liability for its own gross negligence, wilful
misconduct, bad faith or fraud under this Indenture.

(2)

The obligation of the Warrant Agent to commence or continue any act, action
or proceeding for the purpose of enforcing any rights of the Warrant Agent or
the Warrantholders hereunder shall be conditional upon the Warrantholders
furnishing, when required by notice by the Warrant Agent, sufficient funds to
commence or to continue such act, action or proceeding and an indemnity
reasonably satisfactory to the Warrant Agent to protect and to hold harmless
the Warrant Agent and its officers, directors, employees and agents, against the
costs, charges and expenses and liabilities to be incurred thereby and any loss
and damage it may suffer by reason thereof. None of the provisions contained
in this Indenture shall require the Warrant Agent to expend or to risk its own
funds or otherwise to incur financial liability in the performance of any of its
duties or in the exercise of any of its rights or powers unless indemnified and
funded as aforesaid.

(3)

The Warrant Agent may, before commencing or at any time during the
continuance of any such act, action or proceeding, require the Warrantholders,
at whose instance it is acting to deposit with the Warrant Agent the Warrant
Certificates held by them, for which Warrants the Warrant Agent shall issue
receipts.

(4)

Every provision of this Indenture that by its terms relieves the Warrant Agent
of liability or entitles it to rely upon any evidence submitted to it is subject to
the provisions of Applicable Legislation.
Section 9.3

(1)

Evidence, Experts and Advisers.

In addition to the reports, certificates, opinions and other evidence required by
this Indenture, the Trust shall furnish to the Warrant Agent such additional
evidence of compliance with any provision hereof, and in such form, as may
be prescribed by Applicable Legislation or as the Warrant Agent may
reasonably require by written notice to the Trust and the Administrator.
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In the exercise of its rights and duties hereunder, the Warrant Agent may, if it
is acting in good faith, rely as to the truth of the statements and the accuracy of
the opinions expressed in statutory declarations, opinions, reports, written
requests, consents, or orders of the Trust, certificates of the Trust or other
evidence furnished to the Warrant Agent pursuant to a request of the Warrant
Agent, provided that such evidence complies with Applicable Legislation and
that the Warrant Agent complies with Applicable Legislation and that the
Warrant Agent examines the same and determines that such evidence complies
with the applicable requirements of this Indenture.

(3)

Whenever it is provided in this Indenture or under Applicable Legislation that
the Trust shall deposit with the Warrant Agent resolutions, certificates, reports,
opinions, requests, orders or other documents, it is intended that the truth,
accuracy and good faith on the effective date thereof and the facts and opinions
stated in all such documents so deposited shall, in each and every such case,
be conditions precedent to the right of the Trust to have the Warrant Agent
take the action to be based thereon.

(4)

The Warrant Agent may employ or retain such Counsel, accountants,
appraisers or other experts or advisers as it may reasonably require for the
purpose of discharging its duties hereunder and may pay reasonable
remuneration for all services so performed by any of them, and shall not be
responsible for any misconduct or negligence on the part of any such experts
or advisers who have been appointed with due care by the Warrant Agent.

(5)

The Warrant Agent may act and rely and shall be protected in acting and
relying in good faith on the opinion or advice of or information obtained from
any Counsel, accountant, appraiser, engineer or other expert or adviser,
whether retained or employed by the Trust or by the Warrant Agent, in relation
to any matter arising in the administration of the agency hereof.
Section 9.4

Documents, Monies, etc. Held by Warrant Agent.

Until released in accordance with this Indenture, any funds received hereunder
shall be kept segregated in the records of the Warrant Agent and the Warrant Agent
shall place the funds in a segregated trust account of the Warrant Agent at one or
more of the Canadian Chartered Banks listed in Schedule 1 of the Bank Act (Canada)
("Approved Bank"). All amounts held by the Warrant Agent pursuant to this
Indenture shall be held by the Warrant Agent for the Trust and the delivery of the
funds to the Warrant Agent shall not give rise to a debtor-creditor or other similar
relationship. The amounts held by the Warrant Agent pursuant to this Indenture are
at the sole risk of the Trust and, without limiting the generality of the foregoing, the
Warrant Agent shall have no responsibility or liability for any diminution of the funds
which may result from any deposit made with an Approved Bank pursuant to this
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credit losses (whether or not resulting from such a default). The parties hereto
acknowledge and agree that the Warrant Agent will have acted prudently in
depositing the funds at any Approved Bank, and that the Warrant Agent is not
required to make any further inquiries in respect of any such bank. The Warrant
Agent may hold cash balances constituting part or all of such monies and need not,
invest the same; the Warrant Agent shall not be liable to account for any profit to any
parties to this Indenture or to any other person or entity.
Section 9.5

Actions by Warrant Agent to Protect Interest.

Subject to Applicable Legislation, the Warrant Agent shall have power to
institute and to maintain such actions and proceedings as it may consider necessary
or expedient to preserve, protect or enforce its interests and the interests of the
Warrantholder.
Section 9.6

Warrant Agent Not Required to Give Security.

The Warrant Agent shall not be required to give any bond or security in respect
of the execution of the agency and powers of this Indenture or otherwise in respect of
the premises.
Section 9.7

Protection of Warrant Agent.

By way of supplement to the provisions of any law for the time being relating
to the Warrant Agent it is expressly declared and agreed as follows:
(a)

the Warrant Agent shall not be liable for or by reason of any statements
of fact or recitals in this Indenture or in the Warrant Certificates (except
the representation contained in Section 9.9 or in the Authentication of
the Warrant Agent on the Warrant Certificates) or be required to verify
the same, but all such statements or recitals are and shall be deemed to
be made by the Trust;

(b)

nothing herein contained shall impose any obligation on the Warrant
Agent to see to or to require evidence of the registration or filing (or
renewal thereof) of this Indenture or any instrument ancillary or
supplemental hereto;

(c)

the Warrant Agent shall not be bound to give notice to any person or
persons of the execution hereof;

(d)

the Warrant Agent shall not incur any liability or responsibility
whatever or be in any way responsible for the consequence of any
breach on the part of the Trust of any of its covenants herein contained

- 43 or of any acts of any trustees, directors, officers, employees, agents or
servants of the Trust or of any directors, officers, employees, agents or
servants of the Administrator;
(e)

the Trust hereby indemnifies and agrees to hold harmless the Warrant
Agent, its affiliates, their officers, directors, employees, agents,
successors and assigns (the "Indemnified Parties") from and against
any and all liabilities whatsoever, losses, damages, penalties, claims,
demands, actions, suits, proceedings, costs, charges, assessments,
judgments, expenses and disbursements, including reasonable legal fees
and disbursements of whatever kind and nature which may at any time
be imposed on or incurred by or asserted against the Indemnified
Parties, or any of them, whether at law or in equity, in any way caused
by or arising, directly or indirectly, in respect of any act, deed, matter or
thing whatsoever made, done, acquiesced in or omitted in or about or
in relation to the execution of the Indemnified Parties' duties, or any
other services that Warrant Agent may provide in connection with or in
any way relating to this Indenture. The Trust agrees that its liability
hereunder shall be absolute and unconditional regardless of the
correctness of any representations of any third parties and regardless of
any liability of third parties to the Indemnified Parties, and shall accrue
and become enforceable without prior demand or any other precedent
action or proceeding; provided that the Trust shall not be required to
indemnify the Indemnified Parties in the event of the gross negligence
or wilful misconduct of the Warrant Agent, and this provision shall
survive the resignation or removal of the Warrant Agent or the
termination or discharge of this Indenture; and

(f)

notwithstanding the foregoing or any other provision of this Indenture,
any liability of the Warrant Agent shall be limited, in the aggregate, to
the amount of annual retainer fees paid by the Trust to the Warrant
Agent under this Indenture in the twelve (12) months immediately prior
to the Warrant Agent receiving the first notice of the claim.
Notwithstanding any other provision of this Indenture, and whether
such losses or damages are foreseeable or unforeseeable, the Warrant
Agent shall not be liable under any circumstances whatsoever for any
(i) breach by any other party of securities law or other rule of any
securities regulatory authority, (ii) lost profits, or (iii) special, indirect,
incidental, consequential, exemplary, aggravated or punitive losses or
damages.
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Merger.

Replacement of Warrant Agent; Successor by

(1)

The Warrant Agent may resign its agency and be discharged from all further
duties and liabilities hereunder, subject to this Section 9.8, by giving to the
Trust and the Administrator not less than sixty (60) days' prior notice in writing
or such shorter prior notice as the Trust or the Administrator may accept as
sufficient. The Warrantholders, by Extraordinary Resolution, shall have power
at any time to remove the existing Warrant Agent and to appoint a new warrant
agent. In the event of the Warrant Agent resigning or being removed as
aforesaid or being dissolved, becoming bankrupt, going into liquidation or
otherwise becoming incapable of acting hereunder, the Trust shall forthwith
appoint a new warrant agent unless a new warrant agent has already been
appointed by the Warrantholders; failing such appointment by the Trust, the
retiring Warrant Agent or any Warrantholder may apply to a judge of the
Province of Alberta on such notice as such judge may direct, for the
appointment of a new warrant agent; but any new warrant agent so appointed
by the Trust or by the Court shall be subject to removal as aforesaid by the
Warrantholders. Any new warrant agent appointed under any provision of
this Section 9.8 shall be an entity authorized to carry on the business of a trust
company in the Province of Alberta and, if required by the Applicable
Legislation for any other provinces, in such other provinces. On any such
appointment the new warrant agent shall be vested with the same powers,
rights, duties and responsibilities as if it had been originally named herein as
Warrant Agent hereunder.

(2)

Upon the appointment of a successor warrant agent, the Trust or the
Administrator shall promptly notify the Warrantholders thereof in the manner
provided for in Section 10.2.

(3)

Any Warrant Certificates Authenticated but not delivered by a predecessor
Warrant Agent may be Authenticated by the successor Warrant Agent in the
name of the successor Warrant Agent.

(4)

Any corporation into which the Warrant Agent may be merged or consolidated
or amalgamated, or any corporation resulting therefrom to which the Warrant
Agent shall be a party, or any corporation succeeding to substantially the
corporate trust business of the Warrant Agent shall be the successor to the
Warrant Agent hereunder without any further act on its part or any of the
parties hereto, provided that such corporation would be eligible for
appointment as successor Warrant Agent under Section 9.8(1).
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Acceptance of Agency.

The Warrant Agent hereby accepts the agency in this Indenture declared and
provided for and agrees to perform the same upon the terms and conditions herein
set forth.
Section 9.10

Warrant Agent Not to be Appointed Receiver.

The Warrant Agent and any person related to the Warrant Agent shall not be
appointed a receiver, a receiver and manager or liquidator of all or any part of the
assets or undertaking of the Trust.
Section 9.11
Default.

Warrant Agent Not Required to Give Notice of

The Warrant Agent shall not be bound to give any notice or do or take any act,
action or proceeding by virtue of the powers conferred on it hereby unless and until
it shall have been required so to do under the terms hereof; nor shall the Warrant
Agent be required to take notice of any default hereunder, unless and until notified
in writing of such default, which notice shall distinctly specify the default desired to
be brought to the attention of the Warrant Agent and in the absence of any such notice
the Warrant Agent may for all purposes of this Indenture conclusively assume that
no default has been made in the observance or performance of any of the
representations, warranties, covenants, agreements or conditions contained herein.
Any such notice shall in no way limit any discretion herein given to the Warrant Agent
to determine whether or not the Warrant Agent shall take action with respect to any
default.
Section 9.12

Anti-Money Laundering.

(1)

The Trust hereby represents to the Warrant Agent that any account to be
opened by, or interest to be held by the Warrant Agent in connection with this
Indenture, for or to the credit of such party, either (a) is not intended to be used
by or on behalf of any third party, or (b) is intended to be used by or on behalf
of a third party, in which case such party hereto agrees to complete and execute
forthwith a declaration in the Warrant Agent's prescribed form as to the
particulars of such third party.

(2)

The Warrant Agent shall retain the right not to act and shall not be liable for
refusing to act if, due to a lack of information or for any other reason
whatsoever, the Warrant Agent, in its sole judgment, determines that such act
might cause it to be in non-compliance with any applicable anti-money
laundering, anti-terrorist or economic sanctions legislation, regulation or
guideline. Further, should the Warrant Agent, in its sole judgment, determine
at any time that its acting under this Indenture has resulted in its being in non-
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economic sanctions legislation, regulation or guideline, then it shall have the
right to resign on ten (10) days written notice to the other parties to this
Indenture, provided (a) that the Warrant Agent's written notice shall describe
the circumstances of such non-compliance, and (b) that if such circumstances
are rectified to the Warrant Agent's satisfaction within such ten (10) day period,
then such resignation shall not be effective.
Section 9.13

Compliance with Privacy Code.

The parties acknowledge that the Warrant Agent may, in the course of
providing services hereunder, collect or receive financial and other personal
information about such parties and/or their representatives, as individuals, or about
other individuals related to the subject matter hereof, and use such information for
the following purposes:
(a)

to provide the services required under this Indenture and other services
that may be requested from time to time;

(b)

to help the Warrant Agent manage its servicing relationships with such
individuals;

(c)

to meet the Warrant Agent's legal and regulatory requirements; and

(d)

if Social Insurance Numbers are collected by the Warrant Agent, to
perform tax reporting and to assist in verification of an individual's
identity for security purposes.

The Trust and the Administrator acknowledge and agree that the Warrant
Agent may receive, collect, use and disclose personal information provided to it or
acquired by it in the course of its acting as agent hereunder for the purposes described
above and, generally, in the manner and on the terms described in its privacy code,
which the Warrant Agent shall make available on its website,
www.olympiatrust.com, or upon request, including revisions thereto. The Warrant
Agent may transfer personal information to other companies in or outside of Canada
that provide data processing and storage or other support in order to facilitate the
services it provides.
Further, the Trust and the Administrator agree that it shall not provide or cause
to be provided to the Warrant Agent any personal information relating to an
individual who is not a party to this Indenture unless that party has assured itself that
such individual understands and has consented to the aforementioned uses and
disclosures.
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Certification.

Securities and Exchange Commission

(1)

The Trust confirms that as at the date of execution of this Indenture it does not
have a class of securities registered pursuant to Section 12 of the U.S. Exchange
Act or have a reporting obligation pursuant to Section 15(d) of the U.S.
Exchange Act.

(2)

The Trust covenants that in the event that (a) any class of its securities shall
become registered pursuant to Section 12 of the U.S. Exchange Act, (b) the Trust
shall incur a reporting obligation pursuant to Section 15(d) of the U.S.
Exchange Act, or (c) any such registration or reporting obligation shall be
terminated by the Trust in accordance with the U.S. Exchange Act, the Trust
shall promptly deliver to the Warrant Agent an officers' certificate (in a form
provided by the Warrant Agent) notifying the Warrant Agent of such
registration or termination and such other information as the Warrant Agent
may reasonably require at the time. The Trust acknowledges that the Warrant
Agent is relying upon the foregoing representation and covenants in order to
meet certain SEC obligations with respect to those clients who are filing with
the SEC.
GENERAL
Section 10.1

(1)

Notice to the Trust and the Warrant Agent.

Unless herein otherwise expressly provided, any notice to be given hereunder
to the Trust, the Administrator or the Warrant Agent shall be deemed to be
validly given if delivered, sent by registered letter, postage prepaid or if faxed
or emailed:
(a)

If to the Trust or the Administrator:
Durum Opportunities Fund c/o Durum Capital Inc.
1212 – 34th Avenue SE
Calgary, Alberta T2G 1V7
Attention: Vice President, Legal
Email Address: legal@durum.ca

(b)

If to the Warrant Agent:
Olympia Trust Company
4000, 520 – 3rd Avenue SW
Calgary, Alberta T2P 0R3
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Attention: 
Email Address: 
and any such notice delivered in accordance with the foregoing shall be
deemed to have been received and given on the date of delivery or, if mailed,
on the fifth Business Day following the date of mailing such notice or, if faxed,
on the next Business Day following the date of transmission, or, if delivered by
email, at the time receipt is acknowledged.
(2)

The Trust, the Administrator or the Warrant Agent, as the case may be, may
from time to time notify the other in the manner provided in Section 10.1(1) of
a change of address which, from the effective date of such notice and until
changed by like notice, shall be the address of the Trust, the Administrator or
the Warrant Agent, as the case may be, for all purposes of this Indenture.

(3)

If, by reason of a strike, lockout or other work stoppage, actual or threatened,
involving postal employees, any notice to be given to the Warrant Agent or to
the Trust or the Administrator hereunder could reasonably be considered
unlikely to reach its destination, such notice shall be valid and effective only if
it is delivered to the named officer of the party to which it is addressed, as
provided in Section 10.1(1), or given by facsimile or other means of prepaid,
transmitted and recorded communication.
Section 10.2

Notice to Warrantholders.

(1)

Unless otherwise provided herein, notice to the Warrantholders under the
provisions of this Indenture shall be valid and effective if delivered or sent by
ordinary prepaid post addressed to such holders at their post office addresses
appearing on the register hereinbefore mentioned and shall be deemed to have
been effectively received and given on the date of delivery or, if mailed, on the
third (3rd) Business Day following the date of mailing such notice.

(2)

If, by reason of a strike, lockout or other work stoppage, actual or threatened,
involving postal employees, any notice to be given to the Warrantholders
hereunder could reasonably be considered unlikely to reach its destination,
such notice shall be valid and effective only if it is delivered to such
Warrantholders to the address for such Warrantholders contained in the
register maintained by the Warrant Agent or such notice may be given, at the
Trust's expense, by means of publication in the Globe and Mail, National
Edition, or any other English language daily newspaper or newspapers of
general circulation in Canada, in each two successive weeks, the first such
notice to be published within five (5) Business Days of such event, and any so
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date the publication takes place.
Section 10.3

Ownership of Warrants.

The Trust and the Warrant Agent may deem and treat each Warrantholder as
the absolute owner thereof for all purposes, and the Trust and the Warrant Agent shall
not be affected by any notice or knowledge to the contrary except where the Trust or
the Warrant Agent is required to take notice by statute or by order of a court of
competent jurisdiction. The receipt of any such Warrantholder of the Warrant Units
which may be acquired pursuant thereto shall be a good discharge to the Trust and
the Warrant Agent for the same and neither the Trust nor the Warrant Agent shall be
bound to inquire into the title of any such holder except where the Trust or the
Warrant Agent is required to take notice by statute or by order of a court of competent
jurisdiction.
Section 10.4

Counterparts.

This Indenture may be executed in several counterparts, each of which when
so executed shall be deemed to be an original and such counterparts together shall
constitute one and the same instrument and notwithstanding their date of execution
they shall be deemed to be dated as of the date hereof. Delivery of an executed copy
of the Indenture by electronic facsimile transmission or other means of electronic
communication capable of producing a printed copy will be deemed to be execution
and delivery of this Indenture as of the date hereof.
Section 10.5

Satisfaction and Discharge of Indenture.

Upon the earlier of:
(a)

the date by which there shall have been delivered to the Warrant Agent
for exercise or cancellation all Warrants theretofore Authenticated
hereunder, in the case of Warrant Certificates (or such other
instructions, in a form satisfactory to the Warrant Agent); and

(b)

the Expiry Time;

and if all certificates representing Warrant Units required to be issued in compliance
with the provisions hereof have been issued and delivered hereunder or to the
Warrant Agent in accordance with such provisions, this Indenture shall cease to be of
further effect and the Warrant Agent, on demand of and at the cost and expense of
the Trust and upon delivery to the Warrant Agent of a certificate of the Trust stating
that all conditions precedent to the satisfaction and discharge of this Indenture have
been complied with, shall execute proper instruments acknowledging satisfaction of
and discharging this Indenture. Notwithstanding the foregoing, the indemnities
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effect and survive the termination of this Indenture.
Section 10.6

Provisions of Indenture and Warrants for the Sole Benefit of
Parties and Warrantholders.

Nothing in this Indenture or in the Warrants, expressed or implied, shall give
or be construed to give to any person other than the parties hereto and the
Warrantholders, as the case may be, any legal or equitable right, remedy or claim
under this Indenture, or under any covenant or provision herein or therein contained,
all such covenants and provisions being for the sole benefit of the parties hereto and
the Warrantholders.
Section 10.7

Class A Units or Warrants Owned by the Trust or its Subsidiaries
- Certificate to be Provided.

For the purpose of disregarding any Warrants owned legally or beneficially by
the Trust in Section 7.16, the Trust shall provide to the Warrant Agent, from time to
time, a certificate of the Trust setting forth as at the date of such certificate:
(a)

the names (other than the name of the Trust) of the Warrantholders
which, to the knowledge of the Trust or the Administrator, are owned
by or held for the account of the Trust; and

(b)

the number of Warrants owned legally or beneficially by the Trust;

and the Warrant Agent, in making the computations shall be entitled to rely on such
certificate without any additional evidence.
Section 10.8

Severability.

If, in any jurisdiction, any provision of this Indenture or its application to any
party or circumstance is restricted, prohibited or unenforceable, such provision will,
as to such jurisdiction, be ineffective only to the extent of such restriction, prohibition
or unenforceability without invalidating the remaining provisions of this Indenture
and without affecting the validity or enforceability of such provision in any other
jurisdiction or without affecting its application to other parties or circumstances.
Section 10.9

Force Majeure.

No party shall be liable to the other, or held in breach of this Indenture, if
prevented, hindered, or delayed in the performance or observance of any provision
contained herein by reason of act of God, riots, terrorism, acts of war, epidemics,
pandemics, governmental action or judicial order, earthquakes, or any other similar
causes (including, but not limited to, mechanical, electronic or communication
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be extended for a period of time equivalent to the time lost because of any delay that
is excusable under this Section.
Section 10.10

Assignment, Successors and Assigns.

Neither of the parties hereto may assign its rights or interest under this
Indenture, except as provided in Section 9.8 in the case of the Warrant Agent, or as
provided in Section 8.2 in the case of the Trust. Subject thereto, this Indenture shall
enure to the benefit of and be binding upon the parties hereto and their respective
successors and permitted assigns.
Section 10.11

Rights of Rescission and Withdrawal for Holders.

Should a holder of Warrants exercise any legal, statutory, contractual or other
right of withdrawal or rescission that may be available to it, and the holder's funds
which were paid on exercise have already been released to the Trust by the Warrant
Agent, the Warrant Agent shall not be responsible for ensuring the exercise is
cancelled and a refund is paid back to the holder. In such cases, the holder shall seek
a refund directly from the Trust and subsequently, the Trust, upon surrender to the
Trust or the Warrant Agent of any underlying Warrant Units or other securities that
may have been issued, or such other procedure as agreed to by the parties hereto,
shall instruct the Warrant Agent in writing, to cancel the exercise transaction and any
such underlying Warrant Units or other securities on the register, which may have
already been issued upon the Warrant exercise. In the event that any payment is
received from the Trust by virtue of the holder being a Unitholder for such Warrants
that were subsequently rescinded, such payment must be returned to the Trust by
such holder. The Warrant Agent shall not be under any duty or obligation to take any
steps to ensure or enforce the return of the funds pursuant to this Section 10.11, nor
shall the Warrant Agent be in any other way responsible in the event that any
payment is not delivered or received pursuant to this Section 10.11. Notwithstanding
the foregoing, in the event that the Trust provides the refund to the Warrant Agent
for distribution to the holder, the Warrant Agent shall return such funds to the holder
as soon as reasonably practicable, and in so doing, the Warrant Agent shall incur no
liability with respect to the delivery or non-delivery of any such funds.
[Remainder of page intentionally left blank. Signature page follows.]

- 52 IN WITNESS WHEREOF the parties hereto have executed this Indenture
under the hands of their proper officers in that behalf as of the date first written above.
DURUM OPPORTUNITIES FUND, by
its
administrator
and
manager,
DURUM CAPITAL INC.

By:
Name:
Title:
DURUM CAPITAL INC.

By:
Name:
Title:

OLYMPIA TRUST COMPANY
By:
Name:
Title:
By:
Name:
Title:

SCHEDULE “A”
FORM OF WARRANT
THE WARRANTS EVIDENCED HEREBY ARE EXERCISABLE AT OR BEFORE 5:00
P.M. (CALGARY TIME) ON , 2023, AFTER WHICH TIME THE WARRANTS
EVIDENCED HEREBY SHALL BE DEEMED TO BE VOID AND OF NO FURTHER
FORCE OR EFFECT.
Each Warrant Certificate originally issued or issued in exchange therefor or in substitution thereof
prior to the date that is four months and a day after the date hereof) shall bear or be deemed to bear
the following legend or such variations thereof as the Trust may prescribe from time to time:
UNLESS PERMITTED UNDER SECURITIES LEGISLATION, THE HOLDER OF THIS
SECURITY MUST NOT TRADE THE SECURITY BEFORE THE DATE THAT IS 4
MONTHS AND A DAY AFTER THE LATER OF (I) [INSERT THE DISTRIBUTION
DATE], AND (II) THE DATE THE ISSUER BECAME A REPORTING ISSUER IN ANY
PROVINCE OR TERRITORY.
For all certificated Warrants issued to U.S. Warrantholders, and each Warrant Certificate issued
in exchange therefor or in substitution thereof, also include the following legends:
THE SECURITIES REPRESENTED HEREBY AND THE SECURITIES ISSUABLE UPON
EXERCISE HEREOF, HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER
THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED (THE "U.S.
SECURITIES ACT"), OR ANY STATE SECURITIES LAWS. THE HOLDER HEREOF, BY
PURCHASING OR OTHERWISE HOLDING SUCH SECURITIES, AGREES FOR THE
BENEFIT OF THE TRUST THAT SUCH SECURITIES MAY BE OFFERED, SOLD,
PLEDGED OR OTHERWISE TRANSFERRED, DIRECTLY OR INDIRECTLY, ONLY (A)
TO THE TRUST, (B) OUTSIDE THE UNITED STATES IN ACCORDANCE WITH RULE
904 OF REGULATION S UNDER THE U.S. SECURITIES ACT AND IN COMPLIANCE
WITH APPLICABLE LOCAL LAWS AND REGULATIONS, (C) PURSUANT TO THE
EXEMPTION FROM REGISTRATION UNDER THE U.S. SECURITIES ACT PROVIDED
BY (i) RULE 144 UNDER THE U.S. SECURITIES ACT, IF AVAILABLE, OR (ii) 144A
UNDER THE U.S. SECURITIES ACT, IF AVAILABLE, AND IN COMPLIANCE WITH
APPLICABLE STATE SECURITIES LAWS, (D) IN COMPLIANCE WITH ANOTHER
EXEMPTION FROM REGISTRATION UNDER THE U.S. SECURITIES ACT AND
APPLICABLE STATE SECURITIES LAWS, OR (E) PURSUANT TO AN EFFECTIVE
REGISTRATION STATEMENT UNDER THE U.S. SECURITIES ACT, AND PROVIDED
THAT IN THE CASE OF TRANSFERS PURSUANT TO (C)(i) OR (D) ABOVE, A LEGAL
OPINION REASONABLY SATISFACTORY TO THE TRUST AND THE WARRANT
AGENT MUST FIRST BE PROVIDED TO THE TRUST AND THE WARRANT AGENT
TO THE EFFECT THAT SUCH TRANSFER IS EXEMPT FROM REGISTRATION UNDER
THE U.S. SECURITIES ACT AND APPLICABLE STATE SECURITIES LAWS.
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DELIVERY OF THIS CERTIFICATE MAY NOT CONSTITUTE "GOOD DELIVERY" IN
SETTLEMENT OF TRANSACTIONS ON STOCK EXCHANGES IN CANADA.
WARRANT
To acquire Class A Units of
DURUM OPPORTUNITIES FUND
(existing under the laws of the Province of Alberta)
Warrant
Certificate No.

Certificate for
Warrants, each entitling the holder to
acquire one Class A Unit (subject to
adjustment as provided for in the Warrant
Indenture (as defined below))

THIS IS TO CERTIFY THAT, for value received,

(the "Warrantholder") is the registered holder of the number of Class A Unit purchase
warrants (the "Warrants") of Durum Opportunities Fund (the "Trust") specified above,
and is entitled, on exercise of these Warrants upon and subject to the terms and conditions
set forth herein and in the Warrant Indenture, to purchase at any time at or before 5:00
p.m. (Calgary time) (the "Expiry Time") on , 2023 (the "Expiry Date") one fully paid and
non-assessable Class A Unit without par value in the capital of the Trust as constituted
on the date hereof (a "Class A Unit") for each Warrant, subject to adjustment in
accordance with the terms of the Warrant Indenture.
The right to purchase Class A Units may only be exercised by the Warrantholder within
the time set forth above by:
(a)
duly completing and executing the exercise form (the "Exercise Form") attached
hereto; and
(b)
surrendering this warrant certificate (the "Warrant Certificate"), with the Exercise
Form to the Warrant Agent at the principal office of the Warrant Agent, in the city of
Calgary, Alberta, together with a certified cheque, bank draft or money order in the
lawful money of Canada payable to or to the order of the Trust in an amount equal to the
purchase price of the Class A Units so subscribed for.
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The surrender of this Warrant Certificate, the duly completed Exercise Form and
payment as provided above will be deemed to have been effected only on personal
delivery thereof to, or if sent by mail or other means of transmission on actual receipt
thereof by, the Warrant Agent at its principal office as set out above.
Subject to adjustment thereof in the events and in the manner set forth in the Warrant
Indenture hereinafter referred to, the exercise price payable for each Class A Unit upon
the exercise of Warrants shall be $17.09 per Class A Unit (the "Exercise Price").
Certificates for the Class A Units subscribed for will be mailed to the persons specified in
the Exercise Form at their respective addresses specified therein or, if so specified in the
Exercise Form, delivered to such persons at the office where this Warrant Certificate is
surrendered. If fewer Class A Units are purchased than the number that can be purchased
pursuant to this Warrant Certificate, the holder hereof will be entitled to receive without
charge a new Warrant Certificate in respect of the balance of the Class A Units not so
purchased. No fractional Class A Units will be issued upon exercise of any Warrant.
This Warrant Certificate evidences Warrants of the Trust issued or issuable under the
provisions of a warrant indenture (which indenture together with all other instruments
supplemental or ancillary thereto is herein referred to as the "Warrant Indenture") dated
as of , 2022 between the Trust, Durum Capital Inc. and Olympia Trust Company, as
Warrant Agent, to which Warrant Indenture reference is hereby made for particulars of
the rights of the holders of Warrants, the Trust and the Warrant Agent in respect thereof
and the terms and conditions on which the Warrants are issued and held, all to the same
effect as if the provisions of the Warrant Indenture were herein set forth, to all of which
the holder, by acceptance hereof, assents. The Trust will furnish to the holder, on request
and without charge, a copy of the Warrant Indenture.
On presentation at the principal office of the Warrant Agent as set out above, subject to
the provisions of the Warrant Indenture and on compliance with the reasonable
requirements of the Warrant Agent, one or more Warrant Certificates may be exchanged
for one or more Warrant Certificates entitling the holder thereof to purchase in the
aggregate an equal number of Class A Units as are purchasable under the Warrant
Certificate(s) so exchanged.
Neither the Warrants nor the Class A Units issuable upon exercise hereof have been or
will be registered under the United States Securities Act of 1933, as amended (the "U.S.
Securities Act"), or any U.S. state securities laws. The Warrants may not be exercised by
a person in the United States, a U.S. Person, a person exercising the Warrants for the
account or benefit of a U.S. Person or a person in the United States, or a person requesting
delivery in the United States of the Class A Units issuable upon such exercise unless (i)
this Warrant and such Class A Units have been registered under the U.S. Securities Act
and the applicable state securities laws, or (ii) an exemption or exclusion from such
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registration requirements is available and the requirements set forth in the Exercise Form
have been satisfied. Certificates representing Class A Units issued to, or for the account
or benefit of, persons in the United States or U.S. Persons may bear a legend restricting
the transfer of such securities under applicable United States federal and state securities
laws. "United States" and "U.S. Person" are as defined in Regulation S under the U.S.
Securities Act.
The Warrant Indenture contains provisions for the adjustment of the Exercise Price
payable for each Class A Unit upon the exercise of Warrants and the number of Class A
Units issuable upon the exercise of Warrants in the events and in the manner set forth
therein.
The Warrant Indenture also contains provisions making binding on all holders of
Warrants outstanding thereunder resolutions passed at meetings of holders of Warrants
held in accordance with the provisions of the Warrant Indenture and instruments in
writing signed by Warrantholders of Warrants entitled to purchase a specific majority of
the Class A Units that can be purchased pursuant to such Warrants.
Nothing contained in this Warrant Certificate, the Warrant Indenture or elsewhere shall
be construed as conferring upon the holder hereof any right or interest whatsoever as a
holder of Class A Units or any other right or interest except as herein and in the Warrant
Indenture expressly provided. In the event of any discrepancy between anything
contained in this Warrant Certificate and the terms and conditions of the Warrant
Indenture, the terms and conditions of the Warrant Indenture shall govern.
Warrants may only be transferred in compliance with the conditions of the Warrant
Indenture on the register to be kept by the Warrant Agent in Calgary, Alberta or such
other registrar as the Trust, with the approval of the Warrant Agent, may appoint at such
other place or places, if any, as may be designated, upon surrender of this Warrant
Certificate to the Warrant Agent or other registrar accompanied by a written instrument
of transfer in form and execution satisfactory to the Warrant Agent or other registrar and
upon compliance with the conditions prescribed in the Warrant Indenture and with such
reasonable requirements as the Warrant Agent or other registrar may prescribe and upon
the transfer being duly noted thereon by the Warrant Agent or other registrar. Time is of
the essence hereof.
This Warrant Certificate will not be valid for any purpose until it has been countersigned
by or on behalf of the Warrant Agent from time to time under the Warrant Indenture.
The parties hereto have declared that they have required that these presents and all other
documents related hereto be in the English language. Les parties aux présentes déclarent
qu'elles ont exigé que la présente convention, de même que tous les documents s'y
rapportant, soient rédigés en anglais.
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IN WITNESS WHEREOF the Trust has caused this Warrant Certificate to be duly
executed as of this ____ day of ______________, 202__.

DURUM OPPORTUNITIES FUND, by its
administrator and manager, DURUM
CAPITAL INC.
By:
Authorized Signatory

Countersigned and Registered by:
OLYMPIA TRUST COMPANY

By:

Authorized Signatory
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FORM OF TRANSFER
To: Olympia Trust Company
FOR VALUE RECEIVED the undersigned hereby sells, assigns and transfers to
______________________________________________________________________________
______________________________________________________________________________
(print name and address) the Warrants represented by this Warrants Certificate and
hereby irrevocably constitutes and appoints ____________________ as its attorney with
full power of substitution to transfer the said securities on the appropriate register of the
Warrant Agent.
In the case of a warrant certificate that contains a U.S. restrictive legend, the undersigned
hereby represents, warrants and certifies that (one (only) of the following must be
checked):


(A)

the transfer is being made only to the Trust;



(B)
the transfer is being made outside the United States in
accordance with Rule 904 of Regulation S under the U.S. Securities
Act, and in compliance with any applicable local laws and
regulations and the holder has provided herewith the Declaration
for Removal of Legend in the form attached as Schedule "C" to the
Warrant Indenture,



(C) the transfer is being made in compliance with the exemption
from registration under the U.S. Securities Act provided by (i) Rule
144 thereunder, if available, or (ii) Rule 144A thereunder, if
available, and, in each case, in accordance with applicable state
securities laws, and the undersigned has furnished to the Trust and
the Warrant Agent an opinion of counsel of recognized standing in
form and substance reasonably satisfactory to the Trust and the
Warrant Agent to such effect,



(D) the transfer is being made in another transaction that does not
require registration under the U.S. Securities Act or any applicable
state securities laws and the undersigned has furnished to the Trust
and the Warrant Agent an opinion of counsel of recognized
standing in form and substance reasonably satisfactory to the Trust
and the Warrant Agent to such effect, or



(E) the transfer is being made pursuant to an effective registration
statement under the U.S. Securities Act.
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In the case of a Warrant Certificate that does not contain a U.S. restrictive legend, if the
proposed transfer is to, or for the account or benefit of, a U.S. Person or a person in the
United States, the undersigned hereby represents, warrants and certifies that the transfer
of the Warrants is being completed pursuant to an exemption from the registration
requirements of the U.S. Securities Act and any applicable state securities laws, in which
case the undersigned has furnished to the Trust and the Warrant Agent an opinion of
counsel of recognized standing in form and substance reasonably satisfactory to the Trust
and the Warrant Agent to such effect.
If transfer is to, or for the account or benefit of, a U.S. Person or a person in the
United States, check this box.


"United States" and "U.S. Person" are as defined by Regulation S under the U.S. Securities
Act.
DATED this ____ day of_________________, 20____.
SPACE FOR GUARANTEES
SIGNATURES (BELOW)

OF )
) __________________________________
) Signature of Transferor
)

_________________________________

) __________________________________

Guarantor's Signature/Stamp

) Name of Transferor
)

REASON FOR TRANSFER – For US Residents only (where the individual(s) or
corporation receiving the securities is a US resident). Please select only one (see
instructions below).
Gift

Estate

Date of Event (Date of gift, death or sale):

Private Sale

Other (or no change in ownership)

Value per Warrant on the date of event:

CAD OR
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USD

CERTAIN REQUIREMENTS RELATING TO TRANSFERS – READ CAREFULLY
The signature(s) of the transferor(s) must correspond with the name(s) as written upon
the face of this certificate(s), in every particular, without alteration or enlargement, or any
change whatsoever. All securityholders or a legally authorized representative must sign
this form. The signature(s) on this form must be guaranteed in accordance with the
transfer agent's then current guidelines and requirements at the time of transfer.
Notarized or witnessed signatures are not acceptable as guaranteed signatures. As at the
time of closing, you may choose one of the following methods (although subject to change
in accordance with industry practice and standards):


Canada and the USA: A Medallion Signature Guarantee obtained from a member
of an acceptable Medallion Signature Guarantee Program (STAMP, SEMP, NYSE,
MSP). Many commercial banks, savings banks, credit unions, and all broker
dealers participate in a Medallion Signature Guarantee Program. The Guarantor
must affix a stamp bearing the actual words "Medallion Guaranteed", with the
correct prefix covering the face value of the certificate.



Canada: A Signature Guarantee obtained from an authorized officer of the Royal
Bank of Canada, Scotia Bank or TD Canada Trust. The Guarantor must affix a
stamp bearing the actual words "Signature Guaranteed", sign and print their full
name and alpha numeric signing number. Signature Guarantees are not accepted
from Treasury Branches, Credit Unions or Caisse Populaires unless they are
members of a Medallion Signature Guarantee Program. For corporate holders,
corporate signing resolutions, including certificate of incumbency, are also
required to accompany the transfer, unless there is a "Signature & Authority to
Sign Guarantee" Stamp affixed to the transfer (as opposed to a "Signature
Guaranteed" Stamp) obtained from an authorized officer of the Royal Bank of
Canada, Scotia Bank or TD Canada Trust or a Medallion Signature Guarantee with
the correct prefix covering the face value of the certificate.



Outside North America: For holders located outside North America, present the
certificates(s) and/or document(s) that require a guarantee to a local financial
institution that has a corresponding Canadian or American affiliate which is a
member of an acceptable Medallion Signature Guarantee Program. The
corresponding affiliate will arrange for the signature to be over-guaranteed.
OR

The signature(s) of the transferor(s) must correspond with the name(s) as written upon
the face of this certificate(s), in every particular, without alteration or enlargement, or any
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change whatsoever. The signature(s) on this form must be guaranteed by an authorized
officer of Royal Bank of Canada, Scotia Bank or TD Canada Trust whose sample
signature(s) are on file with the transfer agent, or by a member of an acceptable Medallion
Signature Guarantee Program (STAMP, SEMP, NYSE, MSP). Notarized or witnessed
signatures are not acceptable as guaranteed signatures. The Guarantor must affix a stamp
bearing the actual words: "SIGNATURE GUARANTEED", "MEDALLION
GUARANTEED" OR "SIGNATURE & AUTHORITY TO SIGN GUARANTEE", all in
accordance with the transfer agent's then current guidelines and requirements at the time
of transfer. For corporate holders, corporate signing resolutions, including certificate of
incumbency, will also be required to accompany the transfer unless there is a
"SIGNATURE & AUTHORITY TO SIGN GUARANTEE" Stamp affixed to the Form of
Transfer obtained from an authorized officer of the Royal Bank of Canada, Scotia Bank
or TD Canada Trust or a "MEDALLION GUARANTEED" Stamp affixed to the Form of
Transfer, with the correct prefix covering the face value of the certificate.
REASON FOR TRANSFER – FOR US RESIDENTS ONLY
Consistent with US IRS regulations, Olympia Trust Company is required to request cost
basis information from US securityholders. Please indicate the reason for requesting the
transfer as well as the date of event relating to the reason. The event date is not the day
in which the transfer is finalized, but rather the date of the event which led to the transfer
request (i.e. date of gift, date of death of the securityholder, or the date the private sale
took place).
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SCHEDULE “B”
EXERCISE FORM
Durum Opportunities Fund

TO:

1212 – 34th Avenue SE
Calgary, Alberta T2G 1V7

AND TO:

Olympia Trust Company
4000, 520 – 3rd Avenue SW
Calgary, Alberta T2P 0R3

The undersigned holder of the Warrants evidenced by this Warrant Certificate
hereby exercises the right to acquire ____________ (A) Class A Units of Durum
Opportunities Fund
Exercise Price Payable: __________________________________________________
((A) multiplied by $17.09, subject to adjustment)
The undersigned hereby exercises the right of such holder to be issued, and hereby
subscribes for, Class A Units that are issuable pursuant to the exercise of such Warrants
on the terms specified in such Warrant Certificate and in the Warrant Indenture.
The undersigned hereby acknowledges that the undersigned is aware that the
Class A Units received on exercise may be subject to restrictions on resale under
applicable securities legislation.
Any capitalized term in this Warrant Certificate that is not otherwise defined
herein, shall have the meaning ascribed thereto in the Warrant Indenture.
The undersigned represents, warrants and certifies as follows (one (only) of the
following must be checked):


(A)
the undersigned holder at the time of exercise of the Warrants (i) is
not in the United States, (ii) is not a U.S. Person , (iii) is not exercising the
Warrants for the account or benefit of a U.S. Person or a person in the
United States, (iv) did not execute or deliver this exercise form in the United
States, (v) will not request delivery of the underlying Class A Units to an
address in the United States, and (vi) has in all other respects complied with
the terms of Regulation S under United States Securities Act of 1933, as
amended (the "U.S. Securities Act"); OR
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(B)
the undersigned holder is an "accredited investor" (as defined in
Rule 501(a) of Regulation D under the U.S. Securities Act) (a "U.S.
Accredited Investor"), and the undersigned holder (a) purchased the Units
of which the Warrants comprised a part directly from the Trust for its own
account or the account of another U.S. Accredited Investor; (b) is exercising
the Warrants solely for its own account or for the account of such other
beneficial purchaser for whose account such holder exercises sole
investment discretion; (c) was and is, and such other beneficial purchaser,
if any, was and is, a U.S. Accredited Investor, both on the date the Units
were purchased from the Trust and on the date of the exercise of the
Warrants; and (d) confirms, as of the date hereof, the representations and
warranties made by the undersigned and/or by such other beneficial
purchaser, as the case may be, in such holder's Accredited Investor
Agreement in connection with its acquisition of the Units remain true and
correct as though the Units were being acquired on the date hereof in
connection with the exercise of the Warrants; OR



(C)
the undersigned holder is (i) in the United States, (ii) a U.S. Person,
(iii) a person exercising for the account or benefit of a person in the United
States or a U.S. Person, (iv) executing or delivering this exercise form in the
United States or (v) requesting delivery of the underlying Class A Units in
the United States, and the undersigned holder has delivered to the Trust
and the Trust's transfer agent an opinion of counsel or other evidence, in
form and substance reasonably satisfactory to the Trust and the Trust's
transfer agent, to the effect that with respect to the Class A Units to be
delivered upon exercise of the Warrants, the issuance of such securities has
been registered under the U.S. Securities Act and applicable state securities
laws, or an exemption from such registration requirements is available.

It is understood that the Trust and Olympia Trust Company may require evidence
to verify the foregoing representations.
Notes: (1)

Certificates will not be registered or delivered to an address in the United
States unless Box B or C above is checked.

(2)

If Box C above is checked, holders are encouraged to consult with the Trust
in advance to determine that the legal opinion tendered in connection with
the exercise will be satisfactory in form and substance to the Trust and the
Warrant Agent.

(3)

The undersigned holder understands that unless Box A above is checked,
the Class A Units will be issued in definitive physical certificated form and
certificates representing such Class A Units shall bear or be deemed to bear
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a legend restricting transfer without registration under the U.S. Securities
Act and applicable state securities laws unless an exemption from
registration is available (in the form set out in the Warrant Indenture and
the subscription documents).
"United States" and "U.S. Person" are as defined in Rule 902 of Regulation S under
the U.S. Securities Act.
The undersigned hereby irrevocably directs that the said Class A Units be issued,
registered and delivered as follows:
Name(s) in Full and
Social Insurance
Number(s)
(if applicable)

Address(es)

Number of Class
A Units

Please print full name in which certificates representing the Class A Units are to
be issued. If any Class A Units are to be issued to a person or persons other than the
registered holder, the registered holder must pay to the Warrant Agent all eligible
transfer taxes or other government charges, if any, and the Form of Transfer must be duly
executed.
Once completed and executed, this Exercise Form must be mailed or delivered to
Olympia Trust Company, c/o General Manager, Corporate Trust.
DATED this ____day of _____, 20__.

Witness

)
)
)
) (Signature of Warrantholder, to be the same as
) appears on the face of this Warrant Certificate)
)
)
Name of Warrantholder
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Please check if the certificates representing the Class A Units are to be
delivered at the office where this Warrant Certificate is surrendered, failing which such
certificates will be mailed to the address set out above. Certificates will be delivered or
mailed as soon as practicable after the surrender of this Warrant Certificate to the Warrant
Agent.
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SCHEDULE “C”
FORM OF DECLARATION FOR REMOVAL OF LEGEND
TO: Olympia Trust Company, as registrar and transfer agent for the Warrants and
Class A Units issuable upon exercise of the Warrants of Durum Opportunities Fund
AND TO:

Durum Opportunities Fund

The undersigned (A) acknowledges that the sale of the securities of the Trust represented
by certificate number ___________________________ to which this declaration relates is
being made in reliance on Rule 904 of Regulation S under the United States Securities Act
of 1933, as amended (the "U.S. Securities Act"), and (B) certifies that (1) the seller is not
(a) an "affiliate" (as that term is defined in Rule 405 under the U.S. Securities Act) of the
Trust, (b) a "distributor" as defined in Regulation S under the U.S. Securities Act, or (c) an
affiliate of a distributor; (2) the offer of such securities was not made to a person in the
United States and either (a) at the time the buy order was originated, the buyer was
outside the United States, or the seller and any person acting on its behalf reasonably
believed that the buyer was outside the United States, or (b) the transaction was executed
on or through the facilities of a "designated offshore securities market" and neither the
seller nor any person acting on its behalf knows that the transaction has been prearranged
with a buyer in the United States; (3) neither the seller nor any affiliate of the seller nor
any person acting on their behalf has engaged or will engage in any directed selling
efforts in the United States in connection with the offer and sale of such securities; (4) the
sale is bona fide and not for the purpose of "washing off" the resale restrictions imposed
because the securities are "restricted securities" (as that term is defined in Rule 144(a)(3)
under the U. S. Securities Act); (5) the seller does not intend to replace securities sold in
reliance on Rule 904 of Regulation S with fungible unrestricted securities; and (6) the
contemplated sale is not a transaction, or part of a series of transactions, which, although
in technical compliance with Regulation S, is part of a plan or scheme to evade the
registration provisions of the U. S. Securities Act. Terms used herein have the meanings
given to them by Regulation S under the U.S. Securities Act. The undersigned in making
this declaration acknowledges that the Trust is relying on the contents hereof and hereby
agrees to indemnify and hold harmless the Trust and its trustees, employees and agents
for any and all liability, losses, claims and demands in any way related to the subject matter
of this declaration.
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DATED this ____day of _____________, 20__.
(Name of Seller)
By:
Name:
Title:
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Affirmation by Seller's Broker-Dealer
(Required for sales pursuant to Section (b)(2)(B) above)
We
have
read
the
foregoing
representations
of
our
customer,
_________________________ (the "Seller") dated _______________________, with regard
to our sale, for such Seller's account, of the securities of the Trust described therein, and
on behalf of ourselves we certify and affirm that (A) we have no knowledge that the
transaction had been prearranged with a buyer in the United States, (B) the transaction
was executed on or through the facilities of designated offshore securities market, (C)
neither we, nor any person acting on our behalf, engaged in any directed selling efforts
in connection with the offer and sale of such securities, and (D) no selling concession, fee
or other remuneration is being paid to us in connection with this offer and sale other than
the usual and customary broker's commission that would be received by a person
executing such transaction as agent. Terms used herein have the meanings given to them
by Regulation S under the U.S. Securities Act.
Terms used herein have the meanings given to them by Regulation S under the U.S.
Securities Act.

Name of Firm

By:
Authorized Officer
DATED ____________________, 20___.
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EXHIBIT “E”
Illustrative Closing Date Net Working Capital and Direct Expenses Calculation

Exhibit E
Illustrative Closing Date Net Working Capital and Direct Expenses Calculation

Crossroads Class B Shares
Durum Opportunities Units

WORKING CAPITAL
Closing
Cash
Term Deposits
Prepaid Expenses
New Mortgages
Mortgage Payouts
less:
Trade Payables
Other Liabilities
Due to Related Party
Share redemptions/div payable
Accrued Transaction Costs
Net Working Capital
Net Working Capital Target Amount

Number
Fair Value
38,339,467 $
0.56
1,065,489 $
17.09

Type of Consideration
Cash Consideration
Preferred Unit Consideration
Equity Consideration
Aggregate Consideration Value

Class B Shares
17,857,143
7,142,857
13,339,467

Rate
Units
0.56 $/share
0.56 $/share
0.033333 DOF/share

Consideration Value
$
10,000,000
$
4,000,000
$
7,598,974
$
21,598,974

9,995,045
14,662
1,963,642
(4,576,655)
45,822
15,520
2,126
(50,000)
7,383,226
6,972,337

FY2020 Direct Expenses
less: Q1 2020 Expenses
plus: Q1 2021 Expenses
LTM Direct Expenses
Aggregate Variance

945,648
466,622
(80,053)
398,973

Working Capital Variance
Difference
Maxiumum
Direct Expense Variance

410,889
(546,675)
100,000
0
410,889

Cash Consideration Exchange Ratio
A = Cash Consideration Exchange Ratio, as adjusted
B = Cash Consideration Exchange Ratio, prior to adjustment
C = The Aggregate Consideration Value
D = The Aggregate Variance

A =B x

DOF Preferred Unit Exchange Ratio
A = DOF Preferred Unit Exchange Ratio, as adjusted
B = DOF Preferred Unit Exchange Ratio, prior to adjustment
C = The Aggregate Consideration Value
D = The Aggregate Variance

A = B x [C +/- D]

Equity Exchange Ratio
A = Equity Exchange Ratio, as adjusted
B = Equity Excahgen Ratio, prior to adjustment
C = The Aggregate Consideration Value
D = The Aggregate Variance

A = B x [C +/- D]

x

[ 21,598,974

x

[ 21,598,974

A = 0.033333 x

[ 21,598,974

A = 0.5600
[C +/- D]

+

410,889 ]

+

410,889 ]

21,598,974

C

A = 0.5707

A = 0.5600

21,598,974

C

A = 0.5707

C

A = 0.033967

+

21,598,974

410,889 ]

APPENDIX C
INTERIM ORDER

Clerk’s stamp
COURT FILE
NUMBER
COURT

COURT OF QUEEN’S BENCH OF ALBERTA

JUDICIAL CENTRE

CALGARY

MATTER

IN THE MATTER OF SECTION 193 OF THE BUSINESS CORPORATIONS
ACT, RSA 2000, c B-9, AS AMENDED
AND IN THE MATTER OF A PROPOSED ARRANGEMENT INVOLVING
CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION,
DURUM OPPORTUNITIES FUND, AND THE SHAREHOLDERS OF
CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION

APPLICANT

CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION

RESPONDENT

Not Applicable

DOCUMENT

INTERIM ORDER

ADDRESS FOR
SERVICE AND
CONTACT
INFORMATION OF
PARTY FILING THIS
DOCUMENT

D.J. McDonald, QC
Suite 501, 308 4 Avenue SW
Calgary, Alberta T2P 0H7
Tel: (403) 680-3645
Email: dan@mcdonaldadr.com

Joanne Luu
Burnet, Duckworth & Palmer LLP
2400, 525 8 Avenue SW
Calgary, AB T2P 1G1
Tel: (403) 260-0100
Fax: (403) 260-0332
Email: jluu@bdplaw.com
File No. 77498-1/JJL

DATE ON WHICH ORDER WAS PRONOUNCED:

February 16, 2022

NAME OF JUDGE WHO MADE THIS ORDER:

Justice Karen M. Horner

LOCATION OF HEARING:

Calgary, Alberta

UPON the Originating Application (the "Originating Application") of Crossroads-DMD
Mortgage Investment Corporation (the "Applicant");
AND UPON reading the Originating Application, the Affidavit of Gerry Wagner, Director of
the Applicant, sworn February 15, 2022 (the "First Affidavit"), the Affidavit of Gerry Wagner
sworn February 16, 2022 (the "Second Affidavit") and the documents referred to therein;
AND UPON HEARING counsel for the Applicant;

-2FOR THE PURPOSES OF THIS ORDER:
(a)

the capitalized terms not defined in this Order (the "Order") shall have the
meanings attributed to them in the draft management information circular of the
Applicant (the "Information Circular") which is attached as Exhibit A to the First
Affidavit; and

(b)

all references to "Arrangement" used herein mean the arrangement as set forth in
the plan of arrangement attached as Exhibit "A" to the arrangement agreement
dated January 28, 2022 (the "Arrangement Agreement"), which Arrangement
Agreement is attached as Appendix B to the Information Circular.

IT IS HEREBY ORDERED THAT:
General
1.

The Applicant shall seek approval of the Arrangement as described in the Information
Circular by the holders (the "Crossroads Shareholders") of class A voting common
shares (the "Class A Shares") and class B preferred shares (the "Class B Shares" and
together with the Class A Shares, the "Crossroads Shares") in the capital of the Applicant
in the manner set forth below.

The Crossroads Meeting
2.

The Applicant shall call and conduct a special meeting (the "Crossroads Meeting") of
Crossroads Shareholders on or about April 6, 2022. At the Crossroads Meeting, the
Crossroads Shareholders will consider and vote upon, among other things, a resolution to
approve the Arrangement substantially in the form attached as Appendix A to the
Information Circular (the "Arrangement Resolution") and such other business as may
properly be brought before the Crossroads Meeting or any adjournment or postponement
thereof, all as more particularly described in the Information Circular.

3.

A quorum at the Crossroads Meeting shall be one (1) Person entitled to vote thereat
holding or representing by proxy not less than five (5%) percent of the outstanding
Crossroads Shares entitled to vote at the Crossroads Meeting. If within 30 minutes from
the time appointed for the Crossroads Meeting a quorum is not present, the Crossroads
Meeting shall stand adjourned to a date not less than two (2) and not more than 30 days
later, as may be determined by the Chair of the Crossroads Meeting. No notice of the
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quorum is not present, the Crossroads Shareholders present in person or by proxy at such
adjourned meeting shall be a quorum for all purposes.
4.

Notwithstanding anything to the contrary in the articles of Crossroads, which articles are
set forth as Exhibit B to the Second Affidavit, including as it may relate to the loss of certain
shareholder rights in respect of Class B Shares submitted for redemption, each Class A
Share and Class B Share entitled to be voted at the Crossroads Meeting will entitle the
holder to one (1) vote at the Crossroads Meeting in respect of the Arrangement Resolution
and the other matters to be considered at the Crossroads Meeting.

5.

The record date for Crossroads Shareholders entitled to receive notice of and vote at the
Crossroads Meeting shall be February 22, 2022 (the "Record Date"). Only Crossroads
Shareholders of record as at the close of business on the Record Date are entitled to
receive notice of the Crossroads Meeting. Crossroads Shareholders of record will be
entitled to vote those Crossroads Shares included in the list of Crossroads Shareholders
prepared as at the Record Date. If a Crossroads Shareholder transfers Crossroads Shares
after the Record Date and the transferee of those Crossroads Shares, having produced
properly endorsed certificates evidencing such Crossroads Shares or having otherwise
established that the transferee owns such Crossroads Shares, demands, at least ten (10)
days before the Crossroads Meeting, that the transferee's name be included in the list of
Crossroads Shareholders entitled to vote at the Crossroads Meeting, such transferee shall
be entitled to vote such Crossroads Shares at the Crossroads Meeting.

6.

The Crossroads Meeting shall be called, held and conducted in accordance with the
applicable provisions of the ABCA, the articles and by-laws of the Applicant in effect at the
relevant time, the Information Circular, the rulings and directions of the chair of the
Crossroads Meeting, this Order and any further Order of this Honourable Court. To the
extent that there is any inconsistency or discrepancy between this Order and the ABCA
or the articles or by-laws of the Applicant, the terms of this Order shall govern.

Conduct of the Crossroads Meeting
7.

The Chair of the Crossroads Meeting shall be any of Hon. Neil Wittmann or Mr. Gerry
Wagner, each a director of the Applicant.

8.

The only persons entitled to attend the Crossroads Meeting shall be Crossroads
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representatives of Caplink, the manager of Crossroads, the Applicant's legal counsel, the
representatives and legal counsel of the Durum Parties and such other persons who may
be permitted to attend by the Chair of the Crossroads Meeting.
9.

The number of votes required to pass the Arrangement Resolution shall be not less than
sixty-six and two-thirds (662/3%) percent of the votes cast by Class A Shareholders and
Class B Shareholders, voting as a single class, either in person or by proxy at the
Crossroads Meeting.

10.

To be valid, a proxy must be deposited with Olympia Trust Company, the registrar and
transfer agent of the Crossroads Shares, in the manner described in the Information
Circular.

11.

The accidental omission to give notice of the Crossroads Meeting or the non-receipt of the
notice shall not invalidate any resolution passed or proceedings taken at the Crossroads
Meeting.

12.

Subject to paragraph 3, the Applicant is authorized to adjourn or postpone the Crossroads
Meeting on one or more occasions (whether or not a quorum is present, if applicable) and
for such period or periods of time as the Applicant deems advisable, without the necessity
of first convening the Crossroads Meeting or first obtaining any vote of the Crossroads
Shareholders in respect of the adjournment or postponement. Notice of such adjournment
or postponement may be given by such method as the Applicant determines is appropriate
in the circumstances. If the Crossroads Meeting is adjourned or postponed in accordance
with this Order, the references to the Crossroads Meeting in this Order shall be deemed
to be the Crossroads Meeting as adjourned or postponed, as the context allows.

Amendments to the Arrangement
13.

The Applicant is authorized to make such amendments, revisions or supplements to the
Arrangement as it and Durum Capital Inc., as administrator and manager of Durum
Opportunities Fund ("DOF"), may together determine necessary or desirable, provided
that such amendments, revisions or supplements are made in accordance with and in the
manner contemplated by the Arrangement and the Arrangement Agreement. The
Arrangement so amended, revised or supplemented shall be deemed to be the

-5Arrangement submitted to the Crossroads Meeting and the subject of the Arrangement
Resolution, without need to return to this Honourable Court to amend this Order.
Amendments to Meeting Materials
14.

The Applicant is authorized to make such amendments, revisions or supplements
("Additional Information") to the Information Circular, the forms of proxy ("Proxies"), the
Notice of the Meeting ("Notice of Meeting"), the form of letter of transmittal and election
form ("Letter of Transmittal") and the notice of application ("Notice of Application") as
it may determine, and the Applicant may disclose such Additional Information, including
material changes, by the method and in the time most reasonably practicable in the
circumstances as determined by the Applicant. Without limiting the generality of the
foregoing, if any material change or material fact arises between the date of this Order
and the date of the Crossroads Meeting, which change or fact, if known prior to mailing of
the Information Circular, would have been disclosed in the Information Circular, then:
(a)

the Applicant shall advise the Crossroads Shareholders of the material change or
material fact by disseminating a news release (a "News Release") or sending a
letter to the Crossroads Shareholders via e-mail or mail (a "Letter" and together
with the News Release, "Notice", as applicable) in accordance with Applicable
Canadian Securities Laws; and

(b)

provided that the Notice describes the applicable material change or material fact
in reasonable detail, the Applicant shall not be required to deliver an amendment
to the Information Circular to the Crossroads Shareholders or otherwise give notice
to the Crossroads Shareholders of the material change or material fact other than
dissemination of the Notice as aforesaid.

Solicitation of Proxies
15.

The Applicant is authorized to use the proxies enclosed with the Information Circular,
subject to its ability to insert dates and other relevant information in the final form of such
proxy. The Applicant is authorized, at its expense, to solicit proxies, directly and through
its officers, directors and employees, and through such agents or representatives as the
Applicant may retain for that purpose, including Laurel Hill Advisory Group, and such
solicitation may be by mail or such other forms of personal and electronic communication
as they may determine.
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16.

The registered holders of Crossroads Shares are, subject to the provisions of this Order
and the Arrangement, accorded the right to dissent under Section 191 of the ABCA with
respect to the Arrangement Resolution and the right to be paid the fair value of their
Crossroads Shares by the Applicant in respect of which such right to dissent was validly
exercised.

17.

In order for a registered Crossroads Shareholder (a "Dissenting Crossroads
Shareholder") to exercise such right to dissent under Section 191 of the ABCA:
(a)

notwithstanding subsection 191(5) of the ABCA, the Dissenting Crossroads
Shareholder’s written objection to the Arrangement Resolution must be received
by the Applicant, care of its solicitors, Burnet, Duckworth & Palmer LLP, 2400, 525
– 8th Avenue SW, Calgary, Alberta, T2P 1G1, Attention: Joanne Luu, not later than
4:00 p.m. (Calgary time) on the day that is two (2) Business Days immediately
preceding the date of the Crossroads Meeting (being April 4, 2022 if the
Crossroads Meeting is to be held on April 6, 2022);

(b)

a vote against the Arrangement Resolution, whether in person or by proxy, shall
not constitute a written objection to the Arrangement Resolution as required under
clause 17(a) herein;

(c)

a Dissenting Crossroads Shareholder shall not have voted, either by proxy or in
person, his or her Crossroads Shares in favour of the Arrangement Resolution at
the Crossroads Meeting (irrespective of the class of Crossroads Shares through
which such vote was cast);

(d)

a Crossroads Shareholder may not exercise the right to dissent in respect of only
a portion of the holder’s Crossroads Shares, but may dissent only with respect to
all of the Crossroads Shares held by the Crossroads Shareholder, provided
however, that to the extent that a Crossroads Shareholder is the registered holder
of both Class A Shares and Class B Shares, the holder may dissent in respect of
one class of Crossroads Shares and not the other; and
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the exercise of such right to dissent must otherwise comply with the requirements
of Section 191 of the ABCA as modified and supplemented by this Order and the
Arrangement.

18.

The fair value of the consideration to which a Dissenting Crossroads Shareholder is
entitled pursuant to the Arrangement shall be determined as of the close of business on
the last Business Day before the day on which the Arrangement Resolution is approved
by the Crossroads Shareholders and shall be paid to the Dissenting Crossroads
Shareholders by the Applicant as contemplated by the Arrangement and this Order.

19.

Dissenting Crossroads Shareholders who validly exercise their right to dissent, as set out
in paragraphs 17 and 18 above, and who:
(a)

are determined to be entitled to be paid the fair value of their Class A Shares and/or
Class B Shares, as applicable, shall be deemed to have transferred such
Crossroads Shares as of the effective time of the Arrangement (the "Effective
Time"), without any further act or formality and free and clear of all liens, claims
and encumbrances to the Applicant; or

(b)

are, for any reason (including, for clarity, any withdrawal by any Dissenting
Crossroads Shareholder of their dissent) determined not to be entitled to be paid
the fair value for their Crossroads Shares shall be deemed to have participated in
the Arrangement on the same basis as a non-Dissenting Crossroads Shareholder
and, to the extent that such Crossroads Shareholder purported to dissent in
respect of its Class B Shares, such Crossroads Shareholder shall be deemed to
have elected to receive the Equity Consideration on the basis set forth in Article 3
of the Plan of Arrangement,

but in no event shall the Applicant, DOF or any other person be required to recognize such
Crossroads Shareholders as holders of Crossroads Shares after the Effective Time, and
the names of such Crossroads Shareholders shall be removed from the register of
Crossroads Shares.
20.

Subject to further order of this Honorable Court, the rights available to Crossroads
Shareholders under the ABCA and the Arrangement to dissent from the Arrangement
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Shareholders with respect to the Arrangement Resolution.
21.

Notice to the Crossroads Shareholders of their right to dissent with respect to the
Arrangement Resolution and to receive, subject to the provisions of the ABCA and the
Arrangement, the fair value of the consideration to which a Dissenting Crossroads
Shareholder is entitled pursuant to the Arrangement shall be sufficiently given by including
information with respect to this right as set forth in the Information Circular which is to be
sent to Crossroads Shareholders in accordance with paragraph 25 of this Order.

Notice
22.

The Information Circular, substantially in the form attached as Exhibit A to the First
Affidavit, with such amendments thereto as counsel to the Applicant may determine
necessary or desirable (provided such amendments are not inconsistent with the terms of
this Order), and including the Notice of the Meeting, the Forms of Proxy, the Notice of
Application and this Order, together with any other communications or documents
determined by the Applicant to be necessary or advisable including the Letter of
Transmittal (collectively, the "Meeting Materials"), shall be sent to those Crossroads
Shareholders who hold Crossroads Shares, as of the Record Date, the directors of the
Applicant, and the auditors of the Applicant, by one or more of the following methods:
(a)

in the case of registered Crossroads Shareholders, by pre-paid first class or
ordinary mail, by courier or by delivery in person, addressed to each such holder
at his, her or its address, as shown on the books and records of the Applicant as
of the Record Date not later than twenty-one (21) days prior to the Crossroads
Meeting; and

(b)

in the case of the directors and auditors of the Applicant, by email, pre-paid first
class or ordinary mail, by courier or by delivery in person, addressed to the
individual directors or firm of auditors, as applicable, not later than twenty-one (21)
days prior to the date of the Crossroads Meeting.

23.

Delivery of the Meeting Materials in the manner directed by this Order shall be deemed to
be good and sufficient service upon the Crossroads Shareholders, the directors and
auditors of the Applicant of:
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the Originating Application;

(b)

this Order;

(c)

the Notice of the Meeting; and

(d)

the Notice of Application.

Final Application
24.

Subject to further order of this Court, and provided that the Crossroads Shareholders have
approved the Arrangement in the manner directed by this Court and the directors of the
Applicant have not revoked their approval, the Applicant may proceed with an application
for a final Order of the Court approving the Arrangement (the "Final Order") on April 7,
2022 at 3:30 p.m. (Calgary time) or so soon thereafter as counsel may be heard. Subject
to the Final Order and to the issuance of the proof of filing of the articles of arrangement,
the Applicant, all Crossroads Shareholders and all other persons affected will be bound
by the Arrangement in accordance with its terms.

25.

Any Crossroads Shareholders or other interested party (each an "Interested Party")
desiring to appear and make submissions at the application for the Final Order is required
to file with this Court and serve upon the Applicant, on or before 4:00 p.m. (Calgary time)
on April 1, 2022, a notice of intention to appear ("Notice of Intention to Appear")
including the Interested Party’s address for service, indicating whether such Interested
Party intends to support or oppose the application or make submissions at the application,
together with a summary of the position such Interested Party intends to advocate before
the Court, and any evidence or materials which are to be presented to the Court. Service
of this notice on the Applicant shall be effected by service upon the solicitors for the
Applicant, Burnet, Duckworth & Palmer LLP.

26.

In the event that the application for the Final Order is adjourned, only those parties
appearing before this Court for the Final Order, and those Interested Parties serving a
Notice of Intention to Appear in accordance with paragraph 25 of this Order, shall have
notice of the adjourned date.

Disclosure Relief
27.

For the purposes of calling the Crossroads Meeting, the Applicant and DOF are, as
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Section 150(1) of the ABCA, including without limitation, compliance with certain
requirements of National Instrument 41-101 – General Prospectus Requirements and
National Instrument 51-102 – Continuous Disclosure Obligations as set forth in the First
Affidavit and will make disclosure as proposed in the First Affidavit. Compliance with
paragraph 27 of this Order constitutes sufficient disclosure to the Crossroads
Shareholders.
Leave to Vary Interim Order
28.

The Applicant is entitled at any time to seek leave to vary this Order upon such terms and
the giving of such notice as this Court may direct.

Justice of the Court of Queen’s Bench of Alberta
11396217
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GLOSSARY OF TERMS
Unless otherwise defined herein, all capitalized words and phrases used in this Appendix D have the meanings ascribed
thereto under the headings "Glossary of Terms" in the Information Circular. In this Appendix D, the following words and
phrases have the following meanings, unless the context otherwise requires:
"Crossroads", the "Corporation", "we", "our" or "us" means Crossroads-DMD Mortgage Investment Corporation.
All dollar amounts stated herein are expressed in Canadian dollars.
FORWARD-LOOKING STATEMENTS
Certain statements contained in this Appendix D constitute forward-looking statements or information (collectively
"forward-looking statements") within the meaning of applicable securities legislation, including, but not limited to,
Crossroads' assessment of future plans, operations and strategies, including the Corporation's business plan, including
sourcing and providing Mortgage Loans (as defined herein) and the Corporation's dividend and redemption strategies.
With respect to forward-looking statements contained in this Appendix D, Crossroads has made assumptions regarding,
among other things: future interest rates; mortgage default rates; the ability to source and close new mortgages; the impact
of increasing competition; the ability to obtain financing on acceptable terms or at all; that Crossroads will have sufficient
cash flow, debt or equity sources or other financial resources required to fund its requirements as needed; that Crossroads'
conduct and results of operations will be consistent with its expectations; and that Crossroads will continue as a going
concern. Although Crossroads believes that the expectations reflected in the forward-looking statements contained in this
Appendix D, and the assumptions on which such forward-looking statements are made, are reasonable, there can be no
assurance that such expectations will prove to be correct. Readers are cautioned that the foregoing list is not exhaustive
of all assumptions which have been considered.
Readers are cautioned not to place undue reliance on forward-looking statements included in this Appendix D, as there
can be no assurance that the plans, intentions or expectations upon which the forward-looking statements are based will
occur. By their nature, forward-looking statements involve numerous assumptions, known and unknown, risks and
uncertainties that contribute to the possibility that the predictions, forecasts, projections and other forward-looking
statements will not occur, which may cause Crossroads' actual performance and financial results in future periods to differ
materially from any estimates or projections of future performance or results expressed or implied by such forwardlooking statements. These risks and uncertainties include, among other things, the ability of management (i.e. the
Manager, as defined herein) to execute Crossroads' business plan; general business conditions; the uncertainty of estimates
and projections relating to costs and expenses; interest rates; risks associated with unexpected potential future lawsuits
and regulatory actions against Crossroads; and uncertainties as to the availability and cost of financing, foreclosure and
asset recovery risks and the other risks set forth under "Risk Factors" set forth below. Readers are cautioned that the
foregoing list is not exhaustive of all possible risks and uncertainties.
The forward-looking statements contained in this Appendix D speak only as of the date of the Information Circular.
Except as expressly required by applicable securities laws, Crossroads does not undertake any obligation to publicly
update or revise any forward-looking statements, whether as a result of new information, future events or otherwise. The
forward-looking statements contained in this Appendix D and the Schedules attached hereto are expressly qualified by
this cautionary statement.
The information contained in this Appendix D identifies additional factors that could affect the operating results
and performance of Crossroads, in addition to the information set forth in the other sections of the Information
Circular, including those set forth in Appendix E – Information Concerning Durum Opportunities Fund. We urge
you to carefully consider these factors.
CROSSROADS' CORPORATE STRUCTURE
Name, Address and Incorporation
Crossroads is a corporation incorporated under the ABCA on May 9, 2001. Crossroad's head office is located c/o Caplink
at Suite 1000, College Plaza 8215-112 Street Edmonton, Alberta T6G 2C8 and its registered and records office is located
at 421 – 7th Ave, S.W., Suite 1600, Calgary, Alberta T2P 4K9.
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Organizational Structure of Crossroads
The following chart sets forth, as of the date hereof, the name of Crossroads' sole subsidiary and the jurisdiction of
incorporation.

Crossroads-DMD Mortgage
Investment Corporation
(Alberta)
Sileo Asset Management
Inc. (Alberta)
99.99%

0.01%

Sileo
Limited Partnership
(Alberta)

Note: Sileo Asset Management Inc. ("Sileo") is the general partner of Sileo Limited Partnership, which owns and manages foreclosed
assets on behalf of Crossroads. Sileo's President and sole director is Brian Menges. Brian Menges is the President and Chief Executive
Officer of the Manager (as defined below).

GENERAL DEVELOPMENT AND DESCRIPTION OF THE BUSINESS
General
Crossroads is a mortgage investment corporation ("MIC"). Crossroads is in the business of mortgage lending
("Mortgages" or "Mortgage Loans") as described below under the heading "Operating Policies of the Corporation",
which Mortgages are secured primarily by urban based residential and commercial real estate in the Provinces of Alberta,
British Columbia, Saskatchewan, Manitoba and Ontario.
We actively seek or originate Mortgages for investment. To the extent that our funds are not invested in Mortgage Loans
from time to time, they will be held in cash, or will be invested by the Manager (as defined below) on our behalf in shortterm deposits, savings accounts or government guaranteed income certificates so that we maintain a level of working
capital for our ongoing operations considered acceptable by the directors of the Corporation.
We conduct business in the Provinces of Alberta, British Columbia, Saskatchewan, Manitoba, and Ontario. We may
expand our business into other Provinces, and if so we will apply, if necessary, to be registered under any corporate and
applicable mortgage brokering legislation in order to carry on business as a MIC in such Provinces.
Caplink, the Manager, is responsible for directing the business, operations and affairs of the Corporation and is responsible
for the management and administration of the funds of the Corporation within Crossroads' policies and, when applicable,
the limitations and directions as provided by the board from time to time. See "The Manager and the Management
Agreement" below.
Acting in its capacity of Crossroads' restricted portfolio manager, the Manager has established a credit committee to
review all eligible Mortgage investment opportunities available to the Corporation (the "Credit Committee"). The Credit
Committee is comprised of three nominees of the Manager of which any two of the three nominees may authorize a
Mortgage investment be made by the Corporation. The Credit Committee reviews all Mortgage investments to determine
which of such opportunities to invest in and which not to invest in.
As a MIC, the Corporation is allowed to deduct from its taxable income all dividends paid. Further to this, and subject to
the Tax Act's MIC criteria, the Corporation may invest in revenue sources other than residential and commercial
mortgages. Such alternative revenue sources include: 1) bank term deposits or guaranteed investment certificates; 2)
promissory notes and loans; 3) instruments intended solely to hedge specific risks relating to the debts owing to it that are
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secured by mortgages, hypothecs or in any other manner on real property; or 4) entities that invest in the securities
described above, which would include privately and publicly held mortgage investment entities. Notwithstanding its
ability to invest in the array of investments allowed under the Tax Act, it is the Corporation's policy to invest its capital
in Mortgages secured by Canadian residential and commercial real estate. A MIC's only permitted undertaking under the
Tax Act criteria is the investing of its funds, and it is specifically prohibited from managing and developing real property.
Investment Objective and Strategy
Our objective is to be a MIC, providing the highest quality of service and products to our clients within Alberta, British
Columbia, Saskatchewan, Manitoba and Ontario and to, when appropriate and permitted, provide holders of Class B
Shares with sustainable income while preserving capital for distribution or re-investment. We will seek to achieve this
principal investment objective by investing in Mortgages originated by the Manager. Our income primarily consists of
interest received from loans secured by the Mortgages.
Operating Policies of the Corporation
For the purposes of this section, the following definitions will apply:
Residential Mortgages

means mortgages that are principally secured by single family houses, 1 to 4 unit
residential properties, condominiums and residential acreage properties.

Commercial Mortgages

means mortgages that are principally secured by multi-family housing projects, and
income-producing properties that have retail, commercial, service, office, industrial
and/or mixed-use purposes.

First Mortgage

Second Mortgage

Third Mortgage

means a mortgage having priority over all other security interests registered against the
same real property used to secure such mortgage for which the principal amount, at the
time of commitment, does not exceed 85% of the appraised value of the underlying
real property securing the mortgage as determined by a qualified appraiser.
means a mortgage that has second place priority over all other security interests
registered against the same real property used to secure such mortgage for which the
principal amount in combination with all prior charges, at the time of commitment,
does not exceed 85% of the appraised value of the underlying real property securing
the mortgage as determined by a qualified appraiser.
means a mortgage that has third place priority over all other security interests registered
against the same real property use to secure such mortgage for which the principal
amount in combination with all prior charges, at the time of commitment, does not
exceed 85% of the appraised value of the underlying real property securing the
mortgage as determined by a qualified appraiser.

Short-term Residential
Mortgages

means short-term mortgages secured by residential real estate. Generally, the term for
these mortgages will range from six months to one year.

Short-term
Mortgage
Construction
Loans

Short-term mortgage construction loans generally finance the construction of singlefamily residential property and multi-family residential projects and/or commercial
income-producing properties such as shopping centres, office and industrial buildings,
and in some circumstances the acquisition of sites for such properties. In most cases,
payment of advances on a construction loan is conditional upon the completion of
various stages of construction, as indicated by reports of professional engineers,
architects or quantity surveyors. Generally, the term for these mortgages will range
from six months to two years.
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Short-term and
Intermediate-term
Bridging Mortgage
Loans

These loans are primarily made for the purpose of enabling an owner of a completed
residential purchase or sale or a substantially completed income-producing property to
obtain working capital for other business opportunities or to defer arranging long-term
financing for a project in order to secure long-term mortgage terms at a later date. Shortterm loans are generally for terms of three months to twelve months. Intermediate-term
loans are generally for terms between twelve and eighteen months and may provide the
partial amortization of principal during the term.

Subject to the Corporation's Articles, including any amendments thereto from time to time, the provisions of the Tax Act
and any other applicable law, the Corporation's investments are governed by the following policies, guidelines and criteria,
as the case may be:
(a)

(b)
(c)
(d)

(e)
(f)
(g)
(h)

(i)

(j)
(k)
(l)
(m)
(n)

(o)
(p)
(q)

the Manager shall attempt to build the Corporation's mortgage portfolio with the following general
characteristics:
(i)
property type and geographical diversification;
(ii) short-term loans or intermediate-term loans;
(iii) payment schedules primarily of interest and principal, as well as interest only; and
(iv) loans in Canadian dollars secured primarily on Alberta-based real estate, but may also include
loans in Canadian dollars secured on real estate situated within the Provinces of British Columbia,
Saskatchewan, Manitoba, and Ontario;
the Corporation may invest in Short-term Residential Mortgages, Short-term Mortgage Construction
Loans, and Short-term and Intermediate-term Bridging Mortgage Loans;
the Corporation may invest in Residential Mortgages and Commercial Mortgages;
investments in Mortgages shall generally be in a minimum amount of $25,000 and a maximum amount of
three percent (3.0%) of Crossroads total assets (i.e. cash and mortgages) at the time of funding, but larger
investments may be considered on a case by case basis
investments of the Corporation may be made either by advancing the full amount of a mortgage or by
purchasing interests in mortgages and syndicated mortgages approved by the Manager;
the Corporation may invest in First, Second and Third Mortgages;
Mortgages may contain clauses permitting the mortgagor, when not in default, to renew the mortgage for
additional terms at the sole discretion of the Corporation;
an investment in, or acquisition of, a Mortgage with a single borrower shall not exceed five percent (5.0%)
of the cost of the Corporation's assets (a single borrower shall include persons known to be affiliated, as
that term is defined in the ABCA, with associates of any single borrower);
the Corporation may borrow funds in order to acquire or invest in specific mortgage investments or
mortgage portfolios in amounts up to five (5) times the book value of the Corporation's portfolio of First
and Second Mortgages; provided, the interest rate is less than the interest rate charged by the Corporation
on the corresponding mortgage investment or portfolios acquired with such borrowed funds;
dividends will be declared and paid to the shareholders of the Corporation in compliance with the
Corporation's Articles and the provisions of the ABCA;
all mortgages, promissory notes, caveatable interests and any other security instruments will, prior to
funding, be registered on the title of the approved property, as applicable, as the Manager shall direct;
the Corporation may only make investments in such jurisdictions as the Manager and the Corporation,
as applicable, are lawfully permitted to do so;
the Corporation shall not make any investment that would result in the Corporation not qualifying as a MIC
pursuant to the Tax Act;
the Corporation may not cause the Corporation to invest for the purposes of exercising control over
management of any issuer of securities, or to make short sales of securities or maintain a short position in
any securities;
the Corporation may not act as an underwriter in the capital stock of any corporation;
the Corporation may not guarantee the securities or obligations of any person;
to the extent that the Corporation's funds are not invested in Mortgages from time to time, they will be held
in cash deposited with a Canadian chartered bank or will be invested by the Corporation in short term
deposits, savings accounts, or guaranteed investment certificates of a Canadian chartered bank or
government guaranteed income certificates or treasury bills so as to maintain a level of working capital for
ongoing operations considered acceptable by the Manager; and
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(r)

the Corporation will not make any investments that would result in the Manager developing or managing
real property on the behalf of the Corporation.

Notwithstanding the foregoing, the Manager shall have the discretion to amend any of the above investment policies,
guidelines and criteria, from time to time, if the Manager deems such amendments to be in the best interests of the
Corporation. If, due to a change in the provisions of the Tax Act or other applicable legislation, any of the above
provisions require amendment in order to comply with such change in legislation, the Manager may make such change
and such change will be binding on the Corporation. Although the Corporation may invest based on the foregoing
policies and guidelines, the Corporation has tended to invest primarily in Second Mortgages. These Second Mortgages
are typically secured against urban based residential houses. At the time of issuance of the mortgage loan the Second
Mortgage is fully secured. This means that the principal amounts of the First Mortgage and the Second Mortgage is not
greater than 85% of the lesser of the purchase price and the independently appraised value of the real property underlying
the mortgage loan. Notwithstanding that the Corporation is currently invested approximately 67.72% in Second
Mortgages, the Manager has the discretion and authority to make other investments from time to time, without notice,
that are not Mortgage Loans, but are still permitted investments under the Tax Act for MICs.
The Tax Act's MIC Criteria
Section 130.1 of the Tax Act sets out the criteria governing a MIC, and in summary stipulates that in order to qualify as
a MIC for a taxation year, a company must have met the following criteria throughout the taxation year:
(a)

It was a Canadian corporation and its only undertaking was the investing of its funds and it did not
manage or develop any real or immovable property.

(b)

It did not invest in:
(i) mortgages on property outside Canada;
(ii) shares of companies not resident in Canada; or
(iii) real property or leasehold interests outside Canada.

(c)

It had at least 20 shareholders, and no one shareholder together with "related persons" (as defined in
the Tax Act) to that shareholder held between them more than 25% of the issued shares of any class
of shares of the company.

(d)

At least 50% of the cost amount of the company's assets must be comprised of:
(i) loans secured on houses or on property included in a housing project, as those terms are
defined in the National Housing Act (Canada);
(ii) deposits with financial institutions insured by the Canada Deposit Insurance Corporation
("CDIC") (or Québec DIC);
(iii) deposits in a credit union; or
(iv) cash.

(e)

No more than 25% of the cost amount of the company's assets consist of real property, including
leasehold interests in such property (excluding any real property acquired by foreclosure).

(f)

The company did not exceed, generally speaking, a 3:1 debt-equity ratio, or a 5:1 ratio if more than
two-thirds of the company's property consists of Residential Mortgages and/or deposits secured by
the CDIC (or Québec DIC) or in a credit union.

Section 130.1 of the Tax Act authorizes a MIC to borrow funds and leverage its capital in certain ratios related to the type
of assets held. Provided that one-half of the MIC's assets comprise a combination of residential mortgages and/or CDIC
insured investments, the MIC is authorized to borrow up to a maximum of three times the amount of its equity. Provided
that two-thirds of the MIC's assets comprise a combination of residential mortgages and/or CDIC insured investments,
the MIC is authorized to borrow up to a maximum of five times the amount of its equity.
The Corporation may borrow funds whenever funds are available provided it is economical and prudent to do so. These
loans may take the form of lines of credit from banks and other lending institutions and/or promissory notes and other
types of debt contracts with individuals and companies, as the case may be. Such loans will typically require that the
Corporation will grant a security interest over its assets in favour of the lenders. In the event of liquidation or wind-up,
the Corporation's creditors will rank in priority to the Corporation's shareholders. As a MIC under the Tax Act, the
Corporation is entitled to deduct from its income the amount of taxable dividends it pays to its shareholders.
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Mortgage Loan Portfolio as of December 31, 2020 and December 31, 2021
The following tables provide specific information regarding the Corporation's Mortgage portfolio as at December 31,
2020 and also as at December 31, 2021.
Portfolio Analysis as December 31, 2020

# of
Mortgages

1st Mortgages
2nd Mortgages
3rd Mortgages

Weighted
Average Interest
Rate

30
232
2

Total

Gross Amount
($)

9.43%
14.71%
3.97%

264

Residential loans
Commercial loans

260
4

14.02%
3.47%

264

Total

Weighted
Average Interest
# of Mortgages
Rate

Calgary & area, AB
Edmonton, AB
Alberta - other
Manitoba
British Columbia
Saskatchewan

98
86
59
12
8
1

Total

13.71%
13.18%
12.09%
16.35%
15.00%
9.75%

264

Provision ($)

Net Amount

4,094,364
11,582,187
127,757

(4,687)
(1,283,441)
-

4,089,677
10,298,746
127,757

15,804,308

(1,288,128)

14,516,180

14,653,381
1,150,927

(576,547)
(711,581)

14,076,834
439,346

15,804,308

(1,288,128)

14,516,180

Gross
Amount ($)

Provision ($)

Net Amount

5,274,209
5,214,206
3,881,588
511,983
784,944
137,378

(856,546)
(202,039)
(229,543)
-

4,417,663
5,012,167
3,652,045
511,983
784,944
137,378

15,804,308

(1,288,128)

14,516,180

Portfolio Analysis as December 31, 2021

Ranking of
Security

Commercial
loans
Residential
loans
Residential
loans

Interest Rate
(%)

Receivable
($)

Provision
($)

Net
Amount
($)

# of
Mortgages
1

First Mortgage

8.75

232,611

-

232,611

26

First Mortgage

6-12

3,617,268

-

3,617,268

171

Second Mortgage

9-18.07

8,137,297

(367,579)

7,769,718
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Residential
loans

1

Total

Third Mortgage

17.5

199

Weighted
Average Interest
# of Mortgages
Rate

Calgary & area, AB
Edmonton, AB
Manitoba
Alberta - other
Saskatchewan
British Columbia

70
61
9
54
1
4
199

Total

15.94%
13.30%
15.22%
10.58%
9.75%
14.91%

28,571

-

28,571

12,015,747

(367,579)

11,648,168

Gross
Amount ($)

Provision ($)

Net Amount

3,285,178
3,220,656
399,087
4,691,660
137,378
281,788

(82,439)
(163,074)
(122,066)
-

3,202,739
3,057,582
399,087
4,569,594
137,378
281,788

12,015,747

(367,579)

11,648,168

The Corporation's Business Model
The Corporation is a MIC and as such, it is in the business of investing in various Mortgages as described above under
the heading "Operating Policies of the Corporation". The Mortgages are secured by the registrations of a mortgage against
the title to the Canadian real estate collateral supporting the loan. The Corporation has sought and will continue to seek
to achieve this objective by investing in the Mortgage Loans, which are coordinated by the Manager. As of the date hereof,
these Mortgage Loans are comprised of approximately 66.7% short term residential Second Mortgages registered against
urban based residential properties located throughout British Columbia, Alberta, Saskatchewan and Manitoba, although
the Corporation's lending guidelines and policies do permit other types of lending on other types of properties in British
Columbia, Alberta, Saskatchewan, Manitoba and Ontario.
Borrowers seek loans from the Corporation for a wide variety of reasons, which include real estate or asset purchases,
business incorporations and business loans, divorce settlements and refinance/equity take outs. Commonly these
borrowers have experienced some form of negative credit experience that both restricts their ability to obtain traditional
bank financing and potentially making them a higher lending risk. Given the high loan to value the Corporation is willing
to provide coupled with borrowers that may be inclined to default on their mortgage, if there is a default there is a greater
likelihood of not fully recovering all the mortgage principal provided the borrower. Because First Mortgages have first
recourse to the mortgage security they tend to have lower interest rates as they are considered less risky than Second and
Third Mortgages. The interest rates on the Corporation's Mortgage Loans are typically in the range of 6.0% to 18.07%.
While interest rates are not always indicative of risk, mortgages that are registered against similar types of properties (i.e.
urban residential single family homes) in a subordinate position should be considered to carry a higher risk. In these
situations, Second and Third Mortgages carry a greater risk than First Mortgages.
The Corporation is obligated to follow the credit lending criteria formulated by the Manager which includes, as an
example, the following indicia of acceptable income from an individual borrower:
(a)
(b)
(c)
(d)
(e)

previous years' income tax returns or assessment notices;
letters of employment on employer's letterhead;
bank and investment income statements;
copies of historical pay records; and
self-declared letter on stated income declaration form provided by the Manager and supported
by 12 months' worth of bank statements.

The borrowers must also be evaluated for their credit risk the fundamentals of which include:
(a)
(b)

income (quantum and stability);
credit history (total loan vs. income and past performance);
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(c)
(d)
(e)
(f)

security (what the nature and condition of the underlying real estate collateral is);
geographical location of collateral (urban or rural);
ability of the borrower to meet the required debt ratio; and
the borrower's equity and establishing loan to value ratios based on independent appraisals.

All loans the Corporation makes are fully secured when advanced with a maximum loan to value ratio of 85%. This means
that the principal amounts of the First Mortgage and the Second Mortgage is not greater than 85% of the lesser of the
purchase price and the independently appraised value of the real property underlying the mortgage loan. The borrower is
required to have a minimum of 15% equity in the secured real property. Although the borrower must have at least 15%
equity in the property at the time of advancement, any future fluctuations in the real estate market can increase or decrease
the borrower's equity. There is a risk that if the property value decreases after advancement of the loan the borrower's
equity may fall below 15%, and in an extreme market de-valuation, the amount of the outstanding debt secured by the
properties could exceed the fair market value of the property. The Corporation seeks to mitigate these risks by using short
term loans to allow it to be more responsive to the fluctuations in the market values.
The Corporation also focuses on urban residential single-family homes, townhomes and condominiums as, in the opinion
of the Manager, this type of real property is ultimately more liquid than rural properties. This strategy helps reduce the
risk. The Corporation will not lend against real estate that involves mobile homes, vacant undeveloped land, farms, or
acreages not located in a residential subdivision. This again is a risk reduction strategy.
The Corporation may from time to time purchase mortgage contracts from other mortgage lenders or sell its mortgage
contracts to other mortgage lenders as part of its overall investment strategy. Decisions of the purchase and sale of
mortgage contracts are determined by the Manager. The Corporation may from time to time purchase mortgage contracts
or sell mortgage contracts to or from MICs that are related to the Corporation and/or the Manager, and are not at arm's
length.
The Corporation's income consists of interest received from loans secured by mortgages. Prior to December 2013, the
Corporation provided dividends to holders of Class B Shares in the range of approximately 10% per annum. No regular
dividends have been paid on the Class B Shares for a number of years, as dividends are subject to a statutory test governing
the payment of dividends (the "Solvency Test") as set forth in section 43 of the ABCA. As at December 31, 2021, an
aggregate of 19,678,342Class B Shares are subject to redemption requests that have not been completed. The Solvency
Test exists in the ABCA in part to act as a safeguard against the erosion of shareholder capital. The directors must have
reasonable grounds for believing that the Corporation can meet both arms of the Solvency Test at the time the dividend
is issued. In assessing whether there are reasonable grounds for believing the Corporation will meet the Solvency Test,
the directors of the Corporation consider whether it can meet its liabilities as they come due, and consider the net realizable
value of the Corporation's assets. In doing so, the directors must first consider if the Corporation is a going concern and
if so, whether they can establish the fair market value of the Corporation's assets. This is done by establishing the net
present value of the current and performing mortgages based on a reasonable liquidation discount. Impaired Mortgages
and foreclosed properties are valued based on independent appraisals and current real estate industry information on
market prices of the underlying real property collateral, less the costs of foreclosure, property taxes, homeowner
association fees, property management, and sale. Upon establishing that the Solvency Test can be met, the Corporation is
in a position to distribute dividends. If the Corporation cannot meet the Solvency Test then no dividend distribution can
be made.
The ABCA contains a very similar test relating to the redemption of shares. Therefore, where the directors are considering
if the Corporation can redeem Class B Shares they must again apply a similar solvency test analysis before doing so. In
this way the Corporation can continue to meet its business objective of providing holders of Class B Shares with income
while preserving capital for distribution or re-investment.
Defaulted Mortgages, Foreclosures and Agreements for Sale
Where a borrower has defaulted on a mortgage, the Corporation may commence foreclosure proceedings to either take
title to underlying real property or force a sale of such property. This is a standard remedy for a mortgagee. In such
situations the Corporation must factor in the current market value of the property, the principal and interest outstanding
of the Corporation's Mortgage, the principal and interest outstanding of any prior mortgages, the value of the real estate
securing the mortgages, and all the costs associated with realizing on the security.

10
Where the default is on a property that is subject to a First Mortgage the Corporation may elect to redeem or assume the
obligations under an existing First Mortgage with or without taking title to the property. In such situations, the Corporation
will be required to pay the First Mortgage payments to the first mortgagee. This approach is taken where it is anticipated
that property value will increase in the future but an immediate foreclosure by the first mortgagee would result in a loss
to the Corporation on its Second Mortgage. By assuming the First Mortgage, the Corporation gains the opportunity to see
property values increase over time and allow for a future sale without a loss. This approach can increase the exposure of
the Corporation and negatively impacts its cash flow in the short run but is a calculated risk to avoid a permanent loss on
the Mortgage Loan. Notwithstanding these risks, assuming a First Mortgage is considered by the Manager to be the
preferred strategy as it assists the Corporation with greater control of any foreclosure process and dealing with the property
in general.
The Corporation also uses "Agreements for Sale" to help offset potential losses on impaired and foreclosed mortgages.
An Agreement for Sale is an agreement for the sale of lands in the future where the purchaser pays the vendor the
purchase price over time with interest, but the title to the lands is not conveyed by the vendor to the purchaser until the
end of the term (often years later). This is distinguished from conventional purchase and sale agreement, where the
purchaser advances a small initial deposit upon signing the agreement and then pays the vendor the remaining balance
of the purchase price at closing (usually one to three months later) in exchange for conveyance of title.
The Corporation recognizes the following advantages from using Agreements for Sale:
•
•
•
•

it avoids the potential loss in value of the property commonly experienced when real estate is sold as
a distressed asset;
it earns interest income on the unpaid balance of the purchase price during the term;
it permits the reduction of the principal on any first mortgage on title which increases the overall
yield to the Corporation; and
the purchaser will be responsible for the carrying costs of the properties such as property taxes,
home inspections and maintenance.

Upon a foreclosure of a mortgage of the Corporation, the Corporation may elect to use an Agreement for Sale if there is
a First Mortgage on title ahead of the Corporation's mortgage and due to the market value of the underlying property the
Corporation would realize a loss on its mortgage upon a sale to a third party.
Under the terms of the Corporation's form of Agreement for Sale, a purchaser and the Corporation will agree on a
purchase price under an offer to purchase and also agree on the deposit(s) to be made, the interest rate and the monthly
payment to be made during the term on the unpaid balance of the purchase price. The parties will also agree on the
possession date and a closing date. On or before the possession date the purchaser and the Corporation will enter into
the Agreement for Sale after which the purchaser would be entitled to take possession of the property. During the period
from the possession date and the closing date the purchaser will pay to the Corporation a monthly payment of interest
only or a blended payment of principal and interest. Any amounts paid by the purchaser beyond the interest payments
are credited against purchase price. The purchaser is also required to pay to the Corporation monthly payments for
insurance and property taxes. At the closing date, which is 1 to 3 years after the possession date, the purchaser must pay
the Corporation the then outstanding balance of the purchase price in exchange for the conveyance of title to the property.
If the purchaser defaults on the monthly payments or otherwise defaults under the provisions of the Agreement for Sale,
at the Corporation's option it may treat the Agreement for Sale as void and all rights of the purchaser cease and the
property reverts back to the Corporation. The purchaser must immediately provide vacant possession of the property to
the Corporation and has no further claims to the property or against the Corporation.
There are risks associated with an Agreement for Sale. For example, the transaction may not close, the interest rate paid
on the unpaid purchase price is low and property value may increase during the sale period. However, if the transaction
does not close the Corporation will receive the forfeited deposit made by the purchaser and the related interest payments.
The Corporation will also receive the benefit of any increase in equity due to the principal payments against the
mortgage. The Corporation may also receive the property back at a high market value, although there are no assurances
that the market value won't decrease. Overall, the Corporation is of the view that accepting the potential disadvantages
of Agreements for Sale are a better alternative to selling the foreclosed property at a permanent loss with no opportunity
to redeem such loss.
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Three-Year History
Year Ended December 31, 2019
For the year ended December 31, 2019, Crossroads mortgage portfolio generated $2,426,600 in interest income and the
Corporation closed on the sale of two foreclosed residential properties for a net loss of $26,930. As at December 31,
2019, the Corporation was in possession of one property acquired during 2019 through settlement of claims, with a
carrying value of $241,767 and cash in trust of $282,912 related to unsettled claims where the Corporation also had an
equity interest in the property.
Interest rates charged throughout the year ranged from 7.75% to 17.50% and the average effective interest rate of the
Mortgages was 14.05%.
On April 30, 2019, CMS Financial Management Services Ltd. ("CMS"), the former manager of the Corporation, filed
a claim against Caplink for which the Corporation was required to indemnify Caplink. The claim was for $580,848 in
unpaid monthly installments under a compensation agreement, whereby Caplink obtained the rights to enter into the
current Management Agreement, and $150,000 in damages. Though CMS filed the statement of claim, the lawsuit did
not progress beyond that stage and was ultimately discontinued. Crossroads did not incur any costs associated with this
action.
As at December 31, 2019, the Corporation had received redemption requests for 32,510,491 Class B Shares, which
shares have not been redeemed. No dividends were declared or paid during the year ended December 31, 2019.
See the 2019 Crossroads Financial Statements (as defined below and attached hereto as Schedule "B") for a description
of the Corporation's Mortgage Loans as at December 31, 2019.
Year Ended December 31, 2020
During 2020, Crossroads funded $2,096,747 in new loans and its previously imposed suspension on new lending was
lifted.
During the year ended December 31, 2020, Crossroads earned $2,527,287 in interest income and closed on the sale of
one foreclosed residential property for a loss of $25,415. As at December 31, 2020, the Corporation was in possession
of two properties acquired during 2020 through settlement of claims, with a carrying value of $100,000 and cash in trust
of $282,912 related to unsettled claims where the Corporation also had an equity interest in the properties.
Interest rates charged throughout the year ranged from 7.75% to 18.07% and the average effective interest rate of the
Mortgages was 13.15%.
On October 19, 2020, CMS Real Estate Ltd., Gerry Macdonald and Maureen Macdonald filed an amended statement of
claim for $211,577 against the Corporation for indemnity of damages caused to them by the Class Action Suit (as defined
in the accompanying Information Circular under "Background to the Arrangement") and the Derivative Action (as
defined in the accompanying Information Circular under "Background to the Arrangement").
As at December 31, 2019, the Corporation had received redemption requests for 19,678,342 Class B Shares, which
shares have not been redeemed. No dividends were declared or paid during the year ended December 31, 2020. During
the year ended December 31, 2020, the Corporation repurchased (outside of the redemption queue) 26,785,796 Class B
Shares for an aggregate amount of $15,000,499 in two tranches, one in July and one in September, 2020, which
repurchase was made to all shareholders on a pro rata basis.
See "General Development and Description of the Business - Mortgage Loan Portfolio as of December 31, 2020 and
December 31, 2021 - Portfolio Analysis as December 31, 2020" for a description of the Corporation's Mortgage Loans
as at December 31, 2020.
Year Ended December 31, 2021
As at December 31, 2021, Crossroads had $10,442,923 in cash and increased funding by $2,444,722 on fourteen loans.
Of the 26 residential First Mortgages, none were in foreclosure. Of the 171 residential Second Mortgages held as at
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December 31, 2021, nine were in foreclosure and four of the foreclosure files (principal of $330,732) required an
aggregate provision of $144,465. Sixteen mortgages not in foreclosure (principal of $765,706) required an aggregate
provision of $114,068.
See "General Development and Description of the Business - Mortgage Loan Portfolio as of December 31, 2020 and
December 31, 2021 - Portfolio Analysis as December 31, 2021" for a description of the Corporation's Mortgage Loans
as at December 31, 2021
In late 2021 Crossroads entered into the Settlement Agreement (as defined in the accompanying Information Circular
under "Background to the Arrangement"), pursuant to which, among other things: (i) the defendants to the Derivative
Action would pay to Crossroads the all-inclusive sum of $300,000; (ii) each of Gerry Macdonald, Gerry Garvey and
James Devlin would, upon the settlement being approved by the Court, resign as directors and officers of Crossroads
and they, and Maureen Macdonald, undertook, covenanted and agreed that each shall not subsequently seek election as
a director of Crossroads; (iii) the parties agreed to a discontinuance of the Class Action Suit; (iv) CMS agreed to a
discontinuance of its lawsuit against Caplink and (v) each of Gerry Macdonald, Gerry Garvey, James Devlin and
Maureen Macdonald agreed to enter into support agreements to vote in favor of the Arrangement Resolution and the
Article Amendment Resolution giving the Class B Shareholders voting rights (as defined in the accompanying
Information Circular). The Settlement Agreement was subsequently approved by the Court on December 8, 2021, and
thereafter, each of Gerry Macdonald, Gerry Garvey, James Devlin and Maureen Macdonald resigned as directors and/or
officers of the Corporation.
On January 28, 2022, Crossroads entered into the Arrangement Agreement.
Recent Events
On February 16, 2022 the Court granted the Interim Order. See Appendix C in the accompany Information Circular.
Specialized Skill and Knowledge
Crossroads relies on specialized skills and knowledge of the Manager to source, initiate and manage the Corporation's
Mortgages. See "The Manager and the Management Agreement".
Bankruptcy and Similar Procedures
There have been no bankruptcy, receivership or similar proceedings against Crossroads, or any voluntary receivership,
bankruptcy or similar proceeding by Crossroads within its two most recently completed financial years or that are
proposed for the current financial year.
Material Restructuring Transactions
There have been no material restructuring transactions of Crossroads within its two most recently completed financial
years or that are proposed for the current financial year, other than the Arrangement.
Personnel
As of the date of the accompanying Information Circular, Crossroads had no employees, and all management and
administration functions are performed by the Manager pursuant to the Management Agreement. See "The Manager
and the Management Agreement".
DIVIDENDS AND DISTRIBUTIONS
No dividends were declared or paid during the year ended December 31, 2021, December 31, 2020 or December 31, 2019.
Any decision to pay dividends on the Class B Shares will be made by the Board of Directors on the basis of Crossroads'
earnings, financial requirements and other conditions existing at such future time subject to compliance with applicable
laws, including the Solvency Test.
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FINANCIAL STATEMENTS AND MANAGEMENT'S DISCUSSION AND ANALYSIS
Schedule "A" to this Appendix D sets forth the audited consolidated comparative financial statements of Crossroads as at
and for the fiscal years ended December 31, 2020 and 2019, together with the notes thereto, the auditors' report thereon
(the "2020 Crossroads Financial Statements") and the related management's discussion and analysis.
Schedule "B" to this Appendix D sets forth the audited consolidated comparative financial statements of Crossroads as at
and for the first years ended December 31, 2019 and 2018, together with the notes thereto, the auditors' report thereon
(the "2019 Crossroads Financial Statements") and the related management's discussion and analysis.
Schedule "C" to this Appendix D sets forth the unaudited financial statements of Crossroads as at and for the three and
nine months ended September 30, 2021 (the "Crossroads Interim Financial Statements") and the related management's
discussion and analysis.
DESCRIPTION OF CAPITAL STRUCTURE
General Description of Capital Structure
The Corporation is authorized to issue an unlimited number of Class A Shares and an unlimited number of Class B Shares.
As at the date hereof, there were 1,000 Class A Shares issued and outstanding and 38,339,437 Class B Shares issued and
outstanding.
Class B Shares
The rights and restrictions attaching to the Class A Shares are as follows:
Voting Rights
The holders of the Class A Shares shall be entitled to receive notice of and to attend all meetings of the shareholders of
the Corporation and to one vote in respect of each Class A Share held at all such meetings, and the holders shall also be
entitled to consent to and sign a resolution in writing to be signed by the shareholders of the Corporation as if it had been
passed at a meeting of shareholders of the Corporation.
Dividends
The holders of the A Shares shall be entitled to receive, pro rata, if, as and when declared by the directors of the
Corporation, non-cumulative dividends, provided that:
(i)

(ii)

(iii)

the Corporation has paid the Class B Priority Dividends (as defined below) at not less than the Annual
Target Rate of Dividends (as defined below) in the fiscal year in which such dividend is to be declared
and paid on the Class A Shares,
the Corporation has redeemed Class B Shares at not less than 2% of the Total Redemption Price (as
defined below) (the "Quarterly Target Rate of Redemptions") in each fiscal quarter comprising the
fiscal year in which such dividend is to be declared and paid on the Class A Shares (or, where Class B
Shares were not redeemed at or above the Quarterly Target Rate of Redemption in any such fiscal
quarter, it did not result in there being Deferred Redemption Shares nor were there any Deferred
Redemption Shares at that time), and
the holders of the Class B Shares participate, pro rata, in not less than sixty (60%) percent of the
aggregate amount of the declaration and payment of any such dividends.

(the "60/40 Shared Dividend").
Liquidation, Dissolution or Winding-Up
In the event of the liquidation, dissolution or winding up of the Corporation or other distribution of the assets of the
Corporation among its shareholders for the purposes of winding up its affairs, the holders of the Class A Shares shall have
a priority over all other classes of shares of the Corporation as to the payment of an amount equal to the stated capital in
respect of the Class A Shares, together with all declared but unpaid dividends thereon, and to a payment of an amount
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equal to 0.0000001% of the assets of the Corporation minus its liabilities determined in accordance with the Corporation's
articles (the "Net Asset Value"), as determined in connection with the liquidation, dissolution or winding up of the
Corporation, before any amount shall be paid or any property or assets of the Corporation distributed to the holders of
any other class of shares of the Corporation; and for greater certainty, the Class A Shares shall not have any other right to
participate in the remaining property of the Corporation beyond the stated capital in respect of the Class A Shares, and all
declared and unpaid dividends thereon, and such 0.0000001% of the Net Asset Value, whether in liquidation, dissolution,
winding-up or reduction, redemption or repurchase by the Corporation of its shares.
Class B Shares
The rights and restrictions attaching to the Class B Shares are as follows:
Voting Rights
Holders of the Class B Shares shall not be entitled to receive notice of, or to vote at any meeting of the shareholders of
the Corporation unless otherwise provided by the ABCA.
Dividend Entitlement
The holders of the Class B Shares shall be entitled to receive, pro rata, if, as and when declared by the directors of the
Corporation, non-cumulative preferential dividends, to the complete exclusion of dividends being declared and or paid
on the Class A Shares (the "Class B Priority Dividends"), in an annual aggregate amount up to but not exceeding an
amount equal to seven (7%) percent of the Total Redemption Price (the "Annual Target Rate of Dividends"). For this
purpose, "Total Redemption Price" is equal to the Net Asset Value of the Corporation, as at the date for which the Net
Asset Value is determined, less the aggregate stated capital of all of the issued and outstanding Class A Shares as at such
date, if any are outstanding, and less an amount equal to 0.0000001% of the Net Asset Value. In addition to the Class B
Priority Dividends, the holders of the Class B Shares shall be entitled to participate, pro rata, in not less than sixty (60%)
percent of the aggregate amount of any declaration and payment of the 60/40 Shared Dividend, if, as and when declared
by the directors of the Corporation.
Redemption Rights
Subject to the Articles, any holder of record of Class B Shares shall be entitled to request that the Corporation redeem or
purchase all or any number of the Class B Shares which have been registered in the name of such holder for not less than
one (1) year, for redemption on the last business day of the first fiscal quarter that is at least eighteen calendar months
following the calendar month in which a shareholder properly exercises redemption privileges (the "Quarterly
Redemption Date"), and at a price per share equal to the applicable Total Redemption Price divided by the number of
Class B Shares then outstanding (the "Redemption Price"), by surrendering to the Corporation the certificate or
certificates representing the Class B Shares to be redeemed or purchased (the "Redemption Shares"), duly executed by
such registered holder in blank for transfer or accompanied by a share transfer, in the form specified by the Corporation
from time to time, and submitting same to the Corporation at such place or places in Canada and in such manner or
manners of delivery as the Corporation may from time to time designate, along with a notice duly executed by such holder
in the form specified by the Corporation from time to time (collectively the "Redemption Notice"). The Corporation shall
have the sole discretion to redeem Redemption Shares properly surrendered to it pursuant to its Articles on the applicable
Quarterly Redemption Date, or, at its sole discretion, on any earlier date or dates, in all such cases at the applicable
Redemption Price. Any Redemption Shares surrendered for redemption will be deemed to be outstanding until the close
of business on the applicable Redemption Date. Thereafter the holder of the Redemption Shares will cease to have any
rights with respect to the Redemption Shares tendered for redemption, other than to receive payment of the Redemption
Price, net of any applicable Redemption Fees, and any dividends declared thereon prior to the Redemption Date which
remain unpaid. If, from time to time, more than one shareholder of the Corporation has properly exercised their redemption
privileges, then the applicable Redemption Shares shall be redeemed in priority and in the order in which the related
Redemption Notices were received by the Corporation, which shall be determined by the date and time of receipt thereof
by the Corporation, as recorded by the Corporation, and such priority and order shall be binding on the shareholders and
not subject to dispute or appeal (the "Redemption Queue").
The Corporation may, by resolution of the directors and upon giving notice as provided in the Articles, from time to time
redeem or purchase the whole or any number of Class B Shares held by any one or more holders without redeeming or
purchasing the whole or any number of Class B Shares of any other holder or holders of such class, by paying for each
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share to be redeemed or purchased, the applicable Redemption Price, together with all declared but unpaid dividends
thereon.
If the Corporation does not or is unable to redeem all Class B Shares for which Redemption Notice has been received
(including Redemption Notices provided by the Corporation pursuant on or prior to the Quarterly Redemption Date, the
balance (such balance herein referred to as the "Deferred Redemption Shares") shall remain outstanding and the
holder(s) thereof shall continue to have all rights attached to such Deferred Redemption Shares. The Corporation shall
have the sole discretion to redeem from time to time the Deferred Redemption Shares, in all such cases at the applicable
Redemption Price and without any further notice to the holder thereof. The priority and the order of the redemption of
Deferred Redemption Shares shall be based on the Redemption Queue, except that all Deferred Redemption Shares
respecting Redemption Notices received by the Corporation in the same fiscal quarter shall be grouped in tranches and
redeemed pro rata, and from time to time, from the holders thereof based on the number of Deferred Redemption Shares
in such tranche so held. The holder of Deferred Redemption Shares will cease to have any rights with respect to the
Deferred Redemption Shares, other than to receive payment of the Redemption Price and any dividends declared on such
Deferred Redemption Shares which remain unpaid, until the close of business on the applicable Redemption Date.
Payment of the Redemption Price, net of any applicable Redemption Fee (as defined below), together with all unpaid
dividends thereon, shall be made by or on behalf of the Corporation on or prior to the last business day of the calendar
month following the applicable Redemption Date.
As a condition of such redemption, the Corporation shall be entitled to receive the following amounts as an administrative
charge (the "Redemption Fee"):
(i)
(ii)
(iii)
(iv)

3% of the redemption amount where the Class B Share is redeemed after the first anniversary of the
date of its issuance but before the second anniversary of such issuance;
2% of the redemption amount where the Class B Share is redeemed after the second anniversary date
of its issuance but before the third anniversary date of its issuance;
1% of the redemption amount where the Class B Share is redeemed after the third anniversary of the
date of its issuance but before the fourth anniversary of the date of its issuance; and
Nil, where the Class B Share is redeemed after the fourth anniversary of the date of its issuance.

Notwithstanding any other provision in the Articles to the contrary, the Corporation shall not redeem any Class B Shares
if doing so would:
(i)
(ii)

cause the Corporation to be in contravention of the ABCA; or
cause the Corporation to cease to be a MIC.

Liquidation, Dissolution or Winding-Up
Subject to the rights of the holders of all other class of shares, in the event of the liquidation, dissolution or winding up of
the Corporation or other distribution of the assets of the Corporation among its shareholders for the purposes of winding
up its affairs, the holders of the Class B Shares shall participate rateably and with the holders of all other Class B Shares
in the distribution of the remaining assets of the Corporation.
Constraints on Transferability
Paragraph 130.1(6)(d) of the Tax Act stipulates that to qualify as a MIC, a Corporation must have at least twenty (20)
shareholders and no one (1) shareholder may be a "specified shareholder", as such term is defined in the Tax Act, of the
Corporation. The Tax Act states that a trust governed by a registered pension plan or a deferred profit sharing plan is
counted as four (4) shareholders for purposes of determining the number of shareholders and one (1) shareholder for
purposes of determining if a shareholder is a "specified shareholder". The Directors intend to refuse registration of an
allotment or any transfer of shares which would result in the Corporation ceasing to meet the qualifications of a MIC, and
in accordance with the Articles of the Corporation, no shares may be transferred without the consent of the directors of
the Corporation.
No Shareholder of the Corporation is permitted, together with "related persons", at any time to hold more than 25% of
any class of Shares of the Corporation. See "General Developments and Description of the Business – The Tax Act's MIC
Criteria".
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CONSOLIDATED CAPITALIZATION
The following table sets forth the capitalization of Crossroads as at September 30, 2021. This table should be read in
conjunction with the 2020 Crossroads Financial Statements and the Crossroads Interim Financial Statements and the
accompanying notes thereto attached as Schedules "A" and "C" to this Appendix D, respectively:

Designation

Authorized

As at September 30, 2021

Class A Shares

Unlimited

$1,000
(1,000 Class A Shares)

Class B Shares

Unlimited

$27,450,590
(38,339,437 Class B Shares)

Share capital

INCENTIVE SECURITIES AND OPTIONS TO PURCHASE CROSSROADS SHARES
Crossroads does not have outstanding any options, warrants or other similar incentive securities.
MARKET FOR SECURITIES
Crossroads is not a reporting issuer in any Province or Territory of Canada and no securities of Crossroads are listed or
posted for trading on any exchange. As such, there is presently no published or public market through which the Class A
Shares or the Class B Shares may be sold.
PRIOR SALES
No Class A Shares or Class B Shares or other securities of Crossroads have been issued by Crossroads in the preceding
12 months.
ESCROWED SECURITIES AND SECURITIES SUBJECT TO CONTRACTUAL RESTRICTION ON
TRANSFER
As of the date of the accompanying Information Circular, no Crossroads Shares are held in escrow pursuant to any escrow
agreement. Pursuant to the terms of Crossroads' articles, no shares in the capital of Crossroads may be transferred without
the approval of a majority of the Crossroads Board.
PRINCIPAL SHAREHOLDERS AND SELLING SHAREHOLDERS
Other than as stated below, to the best of the knowledge of the directors and officers of Crossroads, as at the date of the
accompanying Information Circular, no person or company beneficially owned, or controlled or directed, directly or
indirectly, voting securities carrying more than 10% of the voting rights attached to any class of voting securities of
Crossroads.

Name of Shareholder
Gerald Macdonald
Maureen Macdonald
James Devlin
Donna Lynne Devlin
Robert Dressler
Marian Ruth Dressler

Class of Securities
Class A Shares
Class A Shares
Class A Shares
Class A Shares
Class A Shares
Class A Shares

Securities Owned,
Controlled or
Directed(2)

Percentage of Outstanding
Class of Securities of
Crossroads

125
125
125
125
125
125

12.5%
12.5%
12.5%
12.5%
12.5%
12.5%
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DIRECTORS AND EXECUTIVE OFFICERS
Directors and Executive Officers
The names, jurisdictions of residence, the positions with Crossroads and the principal occupations of the directors and
executive officers of Crossroads are set out below. As at the date hereof, Crossroads does not have any executive officers.

Name and Jurisdiction of
Residence

Position with
Crossroads

Number of
Crossroads
Shares Held

Year of
Election or
Appointment(1)

Principal Occupation

K. Gerry Wagner
Alberta, Canada

Director

Nil

2019

Corporate director and advisor. Director of Canadian First
Financial Group Inc. (financial services company), Attainable
Homes Calgary Corporation (non-profit company) and
Crossroads – DMD Mortgage Investment Corporation
(mortgage investment company). Managing Director of BNK
Advisory Ltd. (consulting).

J. Steve Allan
Alberta, Canada

Director

Nil

2019

A Fellow of the Chartered Professional Accountants of Alberta,
Mr. Allan spent his career in public practice with a focus on
corporate restructuring, insolvency and forensic accounting. He
is Past President of the Institute of Chartered Accountants of
Alberta (now CPA Alberta). From 2001-2011 Mr. Allan was a
Vice President of RSM Richter Inc. and from 2011-2013 Mr.
Allan was a Senior Advisor at E&Y. He served as a Director
and Chair of the Audit Committee of Compton Petroleum from
2007- 2011, and Chair of the Canadian Tourism Commission
(now Destination Canada) from 2007-2014. He also served as
Chair of Calgary Economic Development from 2014 – 2019.
Mr. Allan led the establishment of Calgary’s $100 million
Opportunity Calgary Investment Fund and served as its ViceChair until June 2020. Mr. Allan recently completed his role as
commissioner of the public inquiry into anti-Alberta energy
campaigns. He is Chair of the Board of McMahon Stadium
Society, Board Vice-Chair of Neyaskweyahk Trust of the
Ermineskin Cree Nation, serves on the board of three private
entities (including Durum Opportunities Fund) and serves as
one of three court appointed Independent Directors of
Crossroads – DMD Mortgage Investment Corp.

Hon. Neil Wittmann Q.C
Alberta, Canada

Director

Nil
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Prior to his appointment to the Court of Appeal of Alberta in
1999 Neil Wittmann had a private law practice in Alberta,
mainly Calgary, for approximately 31 years. Justice Wittmann
was appointed Associate Chief Justice of the Court of Queen's
Bench of Alberta in 2005 and Chief Justice in 2009. He holds a
Bachelor of Commerce, (1964) University of Manitoba;
Bachelor of Laws, (1967) University of Alberta; Doctorate of
Laws, (Hon.) (2013) University of Lethbridge. Neil Wittmann
is a Fellow of the Canadian College of Construction Lawyers, a
Fellow of the American College of Trial Lawyers and a member
of the Canadian Academy of Distinguished Neutrals. He was
the Founding Chair of the Canadian Lawyers' Insurance
Association, a former Chair of the Standards Advisory Board of
the Canadian Institute of Chartered Accountants, a past
President of the Canadian Bar Insurance Association and a
former Uniform Law Commissioner for Alberta. He served as
a Bencher of the Law Society of Alberta from 1990 through
1997 and served as its President in 1996-97. From 1998-2010,
Neil Wittmann was the Chair of the Alberta Law Reform
Institute. He served as a Member of Council of the Canadian
Superior Court Judges' Association. He also served as a
Member of the Canadian Judicial Council and as a Vice Chair
of its Judicial Conduct Committee from 2008-2017. He was a
Canadian Football League arbitrator from 2006-2017. Neil
Wittmann is also the author of a Report "Use of Force in The
Calgary Police Service", April 2018.
Since 2018, Neil
Wittmann has been engaged as an arbitrator in many large
commercial, construction, energy and other disputes. He has
also been a mediator and counsel in other similar matters.
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Notes:
(1)
Pursuant to the terms of the court order of Justice J. Eamon, dated March 7, 2019 in Action Number: 1801-08982, as amended
by the consent order of Justice J. Eamon dated April 16, 2020, each attached hereto as Schedule "D" (collectively, the "Order"), each
of the above noted directors have been appointed to the Board and serve as the Independent Committee.
(2)
Effective December 9, 2021, each of Gerald John Macdonald, Gerald Martin Garvey, and James A. Devlin resigned as
directors and/or officer of the Corporation and Maureen Macdonald resigned as an officer of the Corporation in accordance with the
terms of the Settlement Agreement.

Share Ownership by Directors and Executive Officers
As of the date hereof, Crossroads' directors and executive officers, as a group, beneficially owned or controlled or directed,
directly or indirectly, nil Crossroads Shares.
Cease Trade Orders, Bankruptcies, Penalties or Sanctions
The foregoing is in respect of the current directors of Crossroads. As at the date hereof, Crossroads does not have any
executive officers. Certain items, as disclosed below, in respect of certain former directors and/or officers of Crossroads
who resigned on December 9, 2021 were applicable to certain of such individuals, however, as a result of no longer being
a directors and/or officer of the Corporation, are not discussed herein.
Cease Trade Orders
To the knowledge of Crossroads, except as otherwise set out in this Information Circular, no proposed director of
Crossroads is, or within the 10 year period preceding the date of this Information Circular has been, a director, chief
executive officer or chief financial officer of any issuer that: (i) was subject to a cease trade order or other similar order
or an order that denied the issuer access to an exemption under applicable securities legislation, in each case for a period
of more than 30 consecutive days, that was issued while the individual was acting in that capacity or that was issued after
the individual ceased to be a director or senior executive officer, but resulted from an event that occurred while the
individual was acting in that capacity; or (ii) while the individual was acting in that capacity, or within a year of ceasing
to act in that capacity, became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency, was
subject to or instituted any proceeding, arrangement or compromise with creditors, or had a receiver, receiver manager or
trustee appointed to hold its assets.
Bankruptcies
To the knowledge of Crossroads, no director or executive officer of Crossroads (nor any personal holding company of
any of such persons), or shareholder holding a sufficient number of securities of Crossroads to affect materially the control
of Crossroads: (a) is, as of the date hereof, or has been within the 10 years before the date of this Information Circular, a
director or executive officer of any company (including Crossroads) that, while that person was acting in that capacity, or
within a year of that person ceasing to act in that capacity, became bankrupt, made a proposal under any legislation relating
to bankruptcy or insolvency or was subject to or instituted any proceedings, arrangement or compromise with creditors
or had a receiver, receiver manager or trustee appointed to hold its assets; or (b) has, within the 10 years before the date
of this Information Circular, become bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency,
or become subject to or instituted any proceedings, arrangement or compromise with creditors, or had a receiver, receiver
manager or trustee appointed to hold the assets of the director, executive officer or shareholder.
Penalties or Sanctions
To the knowledge of Crossroads, no director or executive officer of Crossroads (nor any personal holding company of
any of such persons), or shareholder holding a sufficient number of securities of Crossroads to affect materially the control
of Crossroads, has been subject to: (a) any penalties or sanctions imposed by a court relating to securities legislation or
by a securities regulatory authority or has entered into a settlement agreement with a securities regulatory authority; or
(b) any other penalties or sanctions imposed by a court or regulatory body that would likely be considered important to a
reasonable investor in making an investment decision.
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Conflicts of Interest
There may be potential conflicts of interest to which the directors and officers of Crossroads will be subject in connection
with our operations. As a result of these and other activities, certain directors and officers of Crossroads may become
subject to conflicts of interest from time to time. The ABCA provides that in the event that an officer or director is a party
to, or is a director or an officer of, or has a material interest in any person who is a party to, a material contract or material
transaction or proposed material contract or proposed material transaction, such officer or director shall disclose the nature
and extent of his or her interest and shall refrain from voting to approve such contract or transaction, unless otherwise
provided under the ABCA. To the extent that conflicts of interest arise, such conflicts will be resolved in accordance with
the provisions of the ABCA. See also the "The Arrangement – Background to and Reasons for the Arrangement" in the
accompanying Information Circular for a description on certain conflicts of interest in respect of the Arrangement as it
relates to Mr. Allan, a director of Crossroads.
Committees of the Crossroads Board
As a non-reporting issuer, Crossroads is not required to have, and does not have constituted, any committees of the Board
of Directors, other than Special Committee and the Independent Committee. See Schedule "D" to this Appendix D for a
description of the roles and responsibilities of the Independent Committee, as prescribed by the Court and "Background
to the Arrangement" in the Information Circular for further background and information on the Special Committee.
THE MANAGER AND THE MANAGEMENT AGREEMENT
Caplink Financial Corporation ("Caplink" or the "Manager"), the Manager, has been in operation since 1997. Its
primary business activity has been, and continues to be, originating, vetting, funding and administering residential and
commercial mortgages. Currently, 721259 Alberta Ltd., a company owned by Brian Menges and his spouse, is the sole
owner of Caplink, and Brian Menges operates the firm as President and CEO. Caplink currently has 14 full time
employees.
Caplink maintains several licenses and securities registrations. Caplink is registered as an Exempt Market Dealer (EMD)
in Alberta, British Columbia, Saskatchewan and Manitoba. Caplink is also registered as an Investment Fund Manager
(IFM) and Restricted Portfolio Manager (RPM) in Alberta and British Columbia. In addition to its securities registrations,
Caplink is also licensed as both a Mortgage Broker (MB) and a Real Estate Broker (REB) in Alberta, and as a MB in
British Columbia, Manitoba and Ontario. In Saskatchewan, Caplink is licensed as a Financing Corporation under that
province's Trust and Loan Corporations Act, 1997.
The Corporation conducts business as a "Mortgage Investment Corporation" pursuant to the provisions of the Tax Act.
The Corporation, pursuant to the terms of a mortgage administration and management Agreement (the "Management
Agreement") dated November 30, 2016, between the Corporation and Caplink relies exclusively on the Manager to
present mortgage investment opportunities to the Corporation and to otherwise manage and administer the Corporation's
business and affairs. The Manager undertakes all services required for managing the day-to-day operations of the
Corporation and to source, fund and manage the Corporation's mortgages, including collecting and recording payment,
processing renewals and managing default and foreclosure proceedings.
Pursuant to the Management Agreement, in consideration for the services provided by the Manager to the Corporation,
the Manager is entitled to a monthly service fee equal to one-twelve (1/12) of one and a half (1.5) percent of the aggregate
of the aggregate subscription price of all Class B Shares which are issued and outstanding at the beginning of each month;
plus, the aggregate amount of all amounts drawn by the Corporation on its credit facilities at the beginning of each month.
Pursuant to the Management Agreement, the Manager is entitled to charge and retain fees normally paid by a borrower in
respect of a mortgage, including late payment fees, NSF cheque fees, mortgage draw fees, prepayment penalties, property
management fees, mortgage processing fees, mortgage extension fees, real estate disposition fees, including any interest
thereon, and the mortgage broker origination fee paid by the borrower to the Manager that may be deducted from the
initial mortgage advance or paid by a spread between the face interest rate of the mortgage and the net interest rate paid
to the Corporation, or a combination of the two.
The Manager is responsible for the employment expenses of its personnel, including but not limited to, salaries, wages
and the cost of employee benefit plans and temporary help expenses and costs associated with the services it provides to
the Corporation.
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Pursuant to the Management Agreement, the Corporation paid (or incurred) fees in the aggregate amount of $447,604.52,
plus disbursements of $3,250.21, each including GST, to the Manager for the fiscal year ended December 31, 2021.
Further, in relation to the Durum transaction, the Corporation also paid fees in the aggregate amount of $78,571.50,
including GST, to the Manager for services provided in addition to those included under the Management Agreement. In
addition, the Corporation paid fees in the aggregate amount of $472.50, including GST, to the Manager for the fiscal year
ended December 31, 2021, representing the fees payable to the Manager with respect to all matters related to the
Derivative Action. Except for income collected by the Manager on behalf of the Corporation pursuant to the Management
Agreement but not yet paid to the Corporation, at no time during the fiscal year ended December 31, 2021 were the
Manager or Mr. Menges indebted to the Corporation. Except for transactions pursuant to the Management Agreement, at
no time during the fiscal year ended December 31, 2021 were the Manager or Mr. Menges involved in any transaction or
arrangement with the Corporation.
STATEMENT OF EXECUTIVE COMPENSATION
During the fiscal year ended December 31, 2021, there were three (3) executive officers of the Corporation, who received
no cash compensation for each period. The following table details compensation information for Gerald Macdonald,
Gerald Garvey and James Devlin for the period indicated. No other executive officer of the Corporation received any
compensation for the fiscal year ended December 31, 2021.
Name and
principal position

Year

Salary
($)

Sharebased
awards
($)

Optionbased
awards
($)

Non-equity incentive
plan compensation
($)

Annual
incentive
plans

Longterm
incentive
plans

Pension
value ($)

All other
compensation
($)

Total
compensation
($)

Gerald Macdonald,
President
and
Director (1)

2021

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Gerald Garvey
Director,
Vice
President (1)
James Devlin
Director, Treasurer
Secretary (1)
Note:

2021

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Nil

2021

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Nil

(1)
Effective December 9, 2021, each of Gerald John Macdonald, Gerald Martin Garvey, and James A. Devlin resigned as
directors and/or officer of the Corporation and Maureen Macdonald resigned as an officer of the Corporation in accordance with the
terms of the Settlement Agreement.

Compensation of Directors
During part of the year ended December 31, 2021, the Corporation had six (6) directors. As at the date hereof, the
Corporation has three (3) directors being K. Gerry Wagner, J. Steve Allan and Neil Wittmann.
As of the date hereof, the directors of the Corporation, including those who are or were officers of the Corporation, do
not hold any stock options, nor does the Corporation anticipate granting stock options to its directors and/or officers at
any time in the future.
Compensation of Special Committee Members
During the calendar year 2021, the members of the Independent Committee received the following compensation,
respectively, from the Corporation:
(a)

K Gerry Wagner – $86,887.50;

(b)

J Steve Allan – $15,800.00; and

(c)

Neil Wittmann – $55,104.00.
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Indebtedness of Directors and Officers
As of the date hereof, other than indebtedness that has been entirely repaid on or before the date of this Information
Circular or "routine indebtedness" as defined in Form 51-102F5 of National Instrument 51-102 none of:
(a)

the individuals who are, or at any time since the beginning of the last financial year of the Corporation
were, a director or executive officer of the Corporation;

(b)

the proposed nominees for election as a director of the Corporation; or

(c)

any associates of the foregoing persons,

are, or at any time since the beginning of the most recently completed financial year been, indebted to the Corporation,
or is a person whose indebtedness to another entity is, or at any time since the beginning of the most recently completed
financial year has been, the subject of a guarantee support agreement, letter of credit or other similar arrangement or
understanding provided by the Corporation.
Management Contracts
For further information on the Manager and the Management Agreement, see "The Manager and the Management
Agreement" above.
INDEBTEDNESS OF DIRECTORS AND OFFICERS
None of Crossroads' directors, senior officers or employees, or former directors, senior officers or employees, nor any of
their associates or affiliates, is now or has been indebted to Crossroads since incorporation, other than for routine
indebtedness, nor is, or at any time since the beginning of the most recently completed financial year of Crossroads; or
has, any indebtedness of any such person been the subject of a guarantee, support agreement, letter of credit or other
similar arrangement or understanding provided by Crossroads or any of its subsidiaries.
AUDIT COMMITTEE AND CORPORATE GOVERNANCE
As a non-reporting issuer, Crossroads is not required to have, and does not have constituted, any committees of the Board
of Directors, other than Special Committee and the Independent Committee. See Schedule "D" to this Appendix D for a
description of the roles and responsibilities of the Independent Committee, as prescribed by the Court and "Background
to the Arrangement" in the Information Circular for further background and information on the Special Committee.
RISK FACTORS
Crossroads' activities involve a number of risks and uncertainties inherent in the industry. The risk factors related
specifically to Crossroads are set forth below. Additional risks and uncertainties that Crossroads' may be unaware
of or that they determine to be immaterial may also become important factors which affect Crossroads. In addition,
risk factors related specifically to the Arrangement are set forth under the heading "Risk Factors" in the body of
this Information Circular and risk factors related specifically to DOF are set forth under the heading "Risk
Factors" in Appendix E – Information Concerning Durum Opportunities Fund.
No Assurance of Achieving Business Objectives or Paying Distributions
There is no assurance that the Corporation will be able to achieve its business objectives or be able to pay distributions at
the targeted levels or at all. The funds available for distribution to Shareholders will vary according to, among other
things, the interest and principal payments received in respect of the Mortgage Loans comprising its portfolio and other
matters, including redemption requests and the Solvency Test. There is no assurance that the Corporation's portfolio will
earn any return. An investment in the Corporation is appropriate only for investors who have the capacity to absorb a loss
on their investment and who can withstand the effect of distributions not being paid in any period or at all.
Redemption Liquidity
The Class B Shares are redeemable, meaning that holders have the right to require the Corporation to redeem them, upon
providing appropriate advance notice from the holder to the Corporation. Such redemptions are subject to certain
restrictions and conditions set out in the Corporation's Articles. Therefore, Crossroads Shareholders may not be able to
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redeem their Class B Shares on the timeframe expected, or at all. The Corporation provides no assurance that any holder
will be able to redeem any or all of their Class B Shares at any time. Such redemption is also subject to Corporation
having access to sufficient cash, or other liquid assets, and being in compliance with applicable laws, all as determined
solely by the Corporation. In particular, the Corporation must meet the statutory test governing the redemption of shares
set forth in section 36 of the ABCA. Redemption of the Class B Shares is also subject to the discretion of the directors to
act in the best interests of the MIC under the Tax Act. As at September 30, 2021, the Corporation had received redemption
requests for 19,678,342 Class B Shares (representing the current Redemption Queue), representing approximately 51.33%
of the outstanding Class B Shares (which redemption requests are still outstanding).
Redemption Price May Decrease Below Subscription Price
The redemption price for each Class B Share is based on the Net Book Value of Crossroads' assets. As the value of
Crossroads' mortgage assets may fluctuate, and indeed fall, the redemption price of each share may fall below the per
share subscription price. There can be no guarantee that you will be able to redeem your shares for an amount equal to
your subscription price.
Changes in Real Estate Values
The Corporation's investments in Mortgage Loans are secured by real estate, the value of which can fluctuate. The value
of real estate is affected by general economic conditions, local real estate markets, the attractiveness of the property to
tenants where applicable, competition from other available properties, fluctuations in occupancy rates, operating expenses
and other factors. The value of income-producing real property may also depend on the credit worthiness and financial
stability of the borrowers and/or the tenants. Changes in market conditions may decrease the value of the secured property
and reduce the cash flow from the property, thereby impacting on the ability of the borrower to service the debt and/or
repay the loan based on the property income. A substantial decline in value of real property provided as security for a
mortgage may cause the value of the property to be less than the outstanding principal amount of the mortgage loan.
Foreclosure by the Corporation on any such mortgage loan generally would not provide the Corporation with proceeds
sufficient to satisfy the outstanding principal amount of the mortgage loan.
While independent appraisals are required before the Corporation may make any mortgage investments, the appraised
values provided, even where reported on an "as is" basis, are not necessarily reflective of the market value of the
underlying real property, which may fluctuate. In addition, the appraised values reported in independent appraisals may
be subject to certain conditions, including the completion of construction, rehabilitation or leasehold improvements on
the real property providing security for the loan. There can be no assurance that these conditions will be satisfied and if,
and to the extent they are not satisfied, the appraised value may not be achieved. Even if such conditions are satisfied, the
appraised value may not necessarily reflect the market value of the real property at the time the conditions are satisfied.
The value of income producing real property may also depend on the credit worthiness and financial stability of the
borrowers. Crossroads' income and funds available for distribution to security holders would be adversely affected if a
significant number of borrowers were unable to pay their obligations to Crossroads or if Crossroads were unable to acquire
mortgages on economically favourable terms. On default by a borrower, the Corporation may experience delays in
enforcing its rights as lender and may incur substantial costs in realizing on its security.
Certain significant expenditures, including property taxes, capital repair and replacement costs, maintenance costs,
mortgage payments, insurance costs and related charges must be made through the period of ownership of real property
regardless of whether the property is producing income. Crossroads may be required to incur such expenditures, even if
the borrower is not making debt service required of it under the mortgage.
Real property mortgages tend to be illiquid, with the degree of liquidity generally fluctuating in relation to demand for
and for the perceived desirability of mortgages. Such illiquidity may tend to limit Crossroads' ability to vary its portfolio
promptly in response to changing economic or investment conditions. If the Corporation were required to liquidate its
real property mortgages, the proceeds to Crossroads might be significantly less than the total value of such assets on a
going concern basis.
Crossroads may be subject to the risks associated with debt financing, including the risk that mortgage indebtedness
secured by the properties of Crossroads will not be able to be refinanced or that the terms of re-financing will not be as
favourable as the terms of existing indebtedness.
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There is No Guarantee That an Investment in the Class B Shares Will Earn Any Positive Return
There is no guarantee that an investment in the Class B Shares will earn any positive return. The declaration and payment
of dividends on the Class B Shares is at the discretion of the directors of Crossroads and also subject to the Solvency Test.
There is no guarantee that any dividends will be declared and paid.
We May Be Unable to Fund Mortgage Advances
Crossroads may commit to making future mortgages in anticipation of repayment of principal outstanding under existing
mortgages. In the event that such repayments of principal are not made in contravention of the borrowers' obligations,
Crossroads may be unable to advance some or all of the funds required to be advanced pursuant to the terms of its
commitments and may face liability in connection with its failure to make such advances.
Subordinated Loans and Mortgages
Some of the investments in which the Corporation invests may be considered to be riskier than senior debt financing
because the Corporation will not have a first-ranking charge on the underlying property. When a charge on property is in
a position other than first-ranking, it is possible for the holder of a senior-ranking charge on the property, if the borrower
is in default under the terms of its obligations to such holder, to take a number of actions against the borrower and
ultimately against the property to realize on the security given for the loan. Such actions may include a foreclosure action,
the exercising of a giving-in-payment clause or an action forcing the property to be sold. A foreclosure action or the
exercise of a giving-in-payment clause may have the ultimate effect of depriving any person having other than a firstranking charge on the property of the security of the property. If an action is taken to sell the property and sufficient
proceeds are not realized from such sale to pay off creditors who have prior charges on the property, the holder of a
subsequent charge may lose its investment or part thereof to the extent of such deficiency unless the holder can otherwise
recover such deficiency from other property owned by the debtor.
No Guarantees or Insurance
There can be no assurance that Mortgage Loans of the Corporation will result in a guaranteed rate of return or any return
to shareholders or that losses will not be suffered on one or more Mortgage Loans. Moreover, at any point in time, the
interest rates being charged for Mortgages are reflective of the general level of interest rates and, as interest rates fluctuate,
it is expected that the aggregate yield on mortgage investments will also change.
A mortgage borrower's obligations to the Corporation or any other person are not guaranteed by the Government of
Canada, the government of any province or any agency thereof nor are they insured under the National Housing Act
(Canada). In the event that additional security is given by the borrower or a third party or that a private guarantor
guarantees the mortgage borrower's obligations, there is no assurance that such additional security or guarantee will be
sufficient to make the Corporation whole if and when resort is to be had thereto. Further, neither the Class A Shares nor
Class B Shares are "deposits" within the meaning of the Canada Deposit Insurance Corporation Act and are not insured
under the provisions of that act or any other legislation.
Competition
The performance of the Corporation depends, in large part, on the Corporation's ability to invest in Mortgage Loans at
favourable yields. While the Manager does not anticipate significant competition in the areas in which the Corporation
proposes to invest, it will compete with individuals, corporations and institutions for investment opportunities in the
financing of real property. Certain of these competitors may have greater resources than the Corporation and may therefore
operate with greater flexibility. As a result, the Corporation may not be able to invest in sufficient mortgage loans at
favourable yields or at all.
Sensitivity to Interest Rates
It is anticipated that the value of the Corporation's portfolio at any given time may be affected by the level of interest rates
prevailing at such time. The Corporation's income will consist primarily of interest payments on the Mortgages comprising
the portfolio. If there is a decline in interest rates (as measured by the indices upon which the interest rates of the
Corporation's Mortgages are based), the Corporation may find it difficult to secure Mortgages bearing interest rates
sufficient to achieve its objectives. There can be no assurance that an interest rate environment in which there is a
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significant decline in interest rates would not adversely affect the Corporation. As well, if interest rates increase, the value
of the Corporation's Mortgage portfolio may be negatively impacted.
Dividend Risks
The funds available for dividends will vary according to, among other things, the value of the portfolio and the interest
earned thereon. Fluctuations in the market value of the portfolio may occur for a number of reasons beyond the control
of the Manager or the Corporation. The Corporation will depend on revenue generated from the Mortgage Loans. There
can be no assurance regarding the amount of revenue that will be generated by the Mortgages comprising the portfolio.
The amount of dividends will depend upon numerous factors, including the ability of borrowers to make applicable
payments under Mortgages, interest rates, redemption requests, unexpected costs, and other factors which may not now
be known by or which may be beyond the control of the Corporation or the Manager. If the directors of the Corporation,
on the advice of the Manager, determine that it would be in the best interests of the Corporation, they may reduce or
suspend for any period, or altogether cease indefinitely, the dividends to be made on the Class B Shares. Dividends made
to shareholders may exceed actual cash available to the Corporation from time to time because of items such as debt
payment obligations, and fluctuations in portfolio returns, if any. In addition to the foregoing, the Corporation is subject
to the Solvency Test as described under "General Development and Description of the Business – The Corporation's
Business Model" which may also limit or restrict the ability of the Corporation to declare and pay dividends.
We May Borrow Additional Funds to Fund Mortgage Loans Which May Require Us to Assign Some of Our Mortgages
Crossroads is entitled to, and may incur indebtedness secured by its assets to advance mortgage loans. There can be no
assurance that such a strategy will enhance returns, and in fact, such strategy may reduce returns.
The security which Crossroads is required to furnish when incurring indebtedness may include an assignment of its
mortgages to a third-party lender. If Crossroads is unable to service its debt to such lender, a loss could result if the lender
exercises its rights of foreclosure or sale.
Risks Related to Mortgage Defaults
As part of the Manager's active management of the portfolio, among other strategies, the Manager may from time to time
deem it appropriate to extend or renew the term of a Mortgage Loan past its maturity, or to capitalize unpaid interest on
a Mortgage Loan. The Manager generally will do so if it believes that there is a very low risk to the Corporation of not
being repaid the full principal and interest owing on the mortgage loan. In these circumstances, however, the Corporation
is subject to the risk that the principal and/or accrued interest of such Mortgage Loan may not be repaid in a timely manner
or at all, which could impact the cash flows of the Corporation during the period in which it is exercising such remedies.
Further, in the event that the valuation of the asset underlying the Mortgage Loan has fluctuated substantially due to
market conditions, there is a risk that the Corporation may not recover all or substantially all of the principal and interest
owed to the Corporation in respect of such Mortgage Loan.
When a Mortgage Loan is extended past its maturity, the loan can either be held over on a month to month basis, or
renewed for an additional term at the time of its maturity. Notwithstanding any such extension or renewal, if the borrower
subsequently defaults under any terms of the loan, the Manager (on behalf of the Corporation) has the ability to exercise
its mortgage enforcement remedies in respect of the extended or renewed mortgage loan. Exercising mortgage
enforcement remedies is a process that requires a significant amount of time to complete, which could adversely impact
the cash flows of the Corporation during the period of enforcement. In addition, as a result of potential declines in real
estate values, in particular given the current economic environment, there is no assurance that the Corporation will be
able to recover all or substantially all of the outstanding principal and interest owed to the Corporation in respect of such
mortgages by exercising its mortgage enforcement remedies. Should the Corporation be unable to recover all or
substantially all of the principal and interest owed to the Corporation in respect of such mortgage loans, the returns,
financial condition and results of operations of the Corporation could be adversely impacted.
Foreclosure and Related Costs
One or more borrowers could fail to make payments according to the terms of their loan, and the Corporation could
therefore be forced to exercise its rights as mortgagee. The recovery of a portion of the Corporation's assets may not be
possible for an extended period of time during this process and there are circumstances where there may be complications
in the enforcement of the Corporation's rights as mortgagee. Legal fees and expenses and other costs incurred by the
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Corporation in enforcing its rights as mortgagee against a defaulting borrower are usually recoverable from the borrower
directly or through the sale of the mortgaged property by power of sale or otherwise, although there is no assurance that
they will actually be recovered. In the event that these expenses are not recoverable, they will be borne by the Corporation.
Furthermore, certain significant expenditures, including property taxes, capital repair and replacement costs, maintenance
costs, mortgage payments, insurance costs and related charges must be made through the period of ownership of real
property regardless of whether the property is producing income or whether mortgage payments are being made. The
Corporation may therefore be required to incur such expenditures to protect its investment, even if the borrower is not
honouring its contractual obligations.
Litigation Risks
The Corporation may, from time to time, become involved in legal proceedings in the course of its business. The costs of
litigation and settlement can be substantial and there is no assurance that such costs will be recovered in whole or at all.
During litigation in respect of Mortgages, the Corporation may not be receiving payments of interest on a Mortgage Loan
that is the subject of litigation, thereby impacting cash flows. The unfavourable resolution of any legal proceedings could
have an adverse effect on the Corporation and its financial position and results of operations that could be material.
Qualification as a MIC
Although the Corporation currently qualifies as a MIC, no assurance as to its future status can be provided. Since the
Corporation must meet certain requirements throughout the year to qualify as a MIC, it is only possible to determine
whether the Corporation qualifies as a MIC for a particular taxation year at or after the end of such year. If for any reason
the Corporation does not qualify as a MIC under the Tax Act, dividends paid by the Corporation on its shares will not be
deductible by the Corporation in computing its income and will not be deemed to have been received by Shareholders as
interest or a capital gain, as the case may be. No shareholder of the Corporation is permitted, together with "related
persons", at any time to hold more than 25% of any class of the issued shares of the Corporation. The Corporation intends
to monitor major holdings of shares to ensure that no one Shareholder of the Corporation exceeds this 25% maximum
ownership limit set by the Tax Act, in order for the Corporation to maintain its qualification as a MIC. See "Description
of Capital Structure".
Reliance on the Manager
Pursuant to the Management Agreement, the Manager will advise the Corporation in a manner consistent with the
investment objectives and the investment restrictions of the Corporation, and pursuant to the Management Agreement.
Although the employees of the Manager who will be primarily responsible for the performance of the obligations owed
to the Corporation have extensive experience, there is no certainty that such individuals will continue to be employees of
the Manager in the future.
There is no certainty that the persons who are currently officers and directors of the Manager will continue to act in such
capacity. Shareholders will be required to rely on the good faith, expertise and judgment of the individuals comprising
the management of the Manager from time to time. Shareholders do not have the right to direct or influence in any manner
the business or affairs of the Manager. In addition, there is no certainty that the persons who are currently members of the
Credit Committee will continue to act in such capacity. Shareholders will be required to rely on the good faith, expertise
and judgment of the individuals comprising the Credit Committee from time to time.
We Cannot Guarantee the Profitability of Our Mortgage Portfolio
Although the Corporation will endeavor to maintain a diversified portfolio the composition of the Corporation's mortgage
portfolio may vary widely from time to time and may be concentrated by type of security, industry or geography, resulting
in the Corporation's portfolio being less diversified than anticipated. There is no assurance that the Corporation's mortgage
portfolio will reflect the Manager's mortgage portfolio and in fact the composition of the Corporation's mortgage portfolio
may render it less profitable than the Manager's mortgage portfolio.
Liquidity Risk and Reliance on the Manager's Registrations Under Applicable Securities Laws
Liquidity risk is the risk that an entity will not have sufficient cash or near cash assets to meet commitments associated
with financial instruments. An investment in Class B Shares is subject to liquidity risk in that the Corporation may not
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have sufficient cash and/or near cash assets at a given time to satisfy redemptions. Although the Corporation endeavors
to minimize liquidity risk by aligning the timing of redemption obligations with cash flows and new subscriptions, there
is no guarantee that the Corporation can fully align its cash inflows with its cash outflows.
The Corporation qualifies for a dealer registration exemption under applicable securities laws by transacting all exempt
market trades in its Class B Shares through the Manager, who is registered Exempt Market Dealer ("EMD") in the
Provinces of Alberta, British Columbia, Saskatchewan and Manitoba. If the Manager's registration as an EMD is revoked
or suspended, the Corporation would be unable to issue new Class B Shares until such time as it could retain a new EMD
or obtain such registrations for itself, and therefore the liquidity of an investment in Crossroads Shares would be adversely
affected. There is no guarantee that a new EMD could be retain on the same or similar financial terms or at all.
Further, the Corporation is reliant upon the Manager's registrations as an Investment Fund Manager and a Restricted
Portfolio Manager in order to conduct its business. If the Manager's registrations in such categories were revoked or
suspended, the Corporation would be unable to manage shareholders' investments in Class B Shares or make investments
in new mortgages until such time as it could retain a new Investment Fund Manager and a Restricted Portfolio Manager
or obtain such registrations for itself. There is no guarantee that a new Investment Fund Manager and Restricted Portfolio
Manager could be retain on the same or similar financial terms or at all.
Change in Investment Policies
Our lending policies, practices and procedures may be amended or replaced at any time.
Conflicts of Interest
The Corporation is subject to a number of actual and potential conflicts of interest involving the Manager and its affiliates
because the Manager provides discretionary investment management services and other licensed services to other
investors, including other MICs, investment entities, and the Manager and its affiliates may also invest for their own
accounts. Accordingly, the services that are provided by the Manager pursuant to the Management Agreement are not
exclusive to the Corporation, and the Management Agreement does not restrict the Manager or its affiliates from
establishing additional mortgage investment corporations, from entering into other advisory relationships or from
engaging in other business activities, even though such activities may be in competition with the Corporation and/or
involve substantial time and resources of the Manager.
The Corporation will rely upon the Manager to manage the business of the Corporation and to provide managerial skill.
The directors and officers of the Manager may have a conflict of interest in allocating their time between the respective
businesses and interests of the Manager and the Corporation, and other businesses or projects in which they may become
involved. The Manager has provided a disclosure statement which is publically available on its website at
www.caplink.ca, which sets forth (among other things) the manner is which it identifies and addresses conflicts of
interests. Furthermore, conflicts maybe addressed pursuant to the applicable provisions on the ABCA and other applicable
laws.
Restrictions on Ownership and Repurchase of Shares
No Shareholder of the Corporation is permitted, together with "related persons", at any time to hold more than 25% of
any class of the issued shares of the Corporation.
In addition, if a significant number of Shares are repurchased, (i) the Corporation may be required to sell certain assets in
order to satisfy repurchase payment obligations and may not be able to complete such asset sales on favourable terms or
at all, and (ii) the expenses of the Corporation would be spread among fewer shares resulting in a higher management
expense ratio per share.
Change in Legislation
There can be no assurance that certain laws applicable to the Corporation, including Canadian federal and provincial tax
laws, tax proposals, other governmental policies or regulations and governmental, administrative or judicial interpretation
thereof, will not change in a manner that will adversely affect the Corporation or fundamentally alter the tax consequences
to Shareholders acquiring, holding or disposing of Crossroads Shares.
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Ability to Manage Growth
The Corporation has attempted to grow the Mortgage portfolio. In order to effectively deploy its capital and monitor its
loans and investments in the future, the Corporation (through the Manager) may need to retain additional personnel and
may be required to augment, improve or replace existing systems and controls, each of which can divert the attention of
management from their other responsibilities and present numerous challenges. As a result, there can be no assurance that
the Corporation will be able to effectively manage its growth and, if it is unable to do so, the portfolio may be materially
adversely affected.
Environmental Matters
The Corporation may in the future take possession, through enforcement proceedings, of properties that secured defaulted
mortgage loans to recover its investment in such mortgage loans. Prior to taking possession of properties which secure a
mortgage investment, the Manager may assess the potential environmental liability associated with such investment and
determine whether it is significant, having regard to the value of the property. If the Manager subsequently determines to
take possession of the property, the Corporation could be subject to environmental liabilities in connection with such real
property, which could exceed the value of the property. If hazardous substances are discovered on a property of which
the Corporation has taken possession, the Corporation may be required to remove such substances and clean up the
property. The Corporation may also be liable to tenants and other users of neighbouring properties and may find it difficult
or not possible to resell the property prior to or following such clean-up.
No Market for Shares
There is no market through which the Crossroads Shares may be sold and the Corporation does not expect that any market
will develop in the future. Accordingly, an investment in shares should only be considered by persons who do not require
liquidity. The shares are subject to resale restrictions and the holder may not be able to resell the shares.
Going Concern Uncertainty
The 2020 Crossroads Financial Statements were prepared on a "going concern" basis, which assumes the Corporation
will realize the carrying value of its assets and satisfy its obligations as they become due in the normal course of operations.
The Corporation had an accumulated deficit of $29,794,315 as at December 31, 2020. Additionally, the Corporation had
received redemption requests for 19,678,342 Class B Shares that began accumulating on January 31, 2012. Total
redemption requests as at December 31, 2020 equated to 51.33% of the total Class B Shares then outstanding. The
application of the going concern concept is dependent on the Corporation's ability to restore and maintain profitable
operations. The effects that the COVID-19 pandemic have had, and are expected to continue to have, on the overall
business environment and financial markets give rise to uncertainty as to the future impacts it may have on the
Corporation. In order to continue as a going concern, the Corporation must generate sufficient income and cash flows to
repay its obligations, finance operations and fund capital investments. The future of the Corporation is dependent on its
ability to attain profitable operations and generate sufficient funds from operations. There is no certainty that the
Corporation will realize these necessary funds from operations or financings. As a result of these factors, there is material
uncertainty that may result in significant doubt as to the ability of the Corporation to meet its obligations as they come
due and continue as a going concern.
COVID-19
Beginning March 2020, the outbreak of the novel strain of coronavirus, specifically identified as "COVID-19", has
resulted in governments worldwide enacting emergency measures to contain the spread of the virus. The COVID-19
outbreak has had a notable impact on general economic conditions, including but not limited to the temporary closures of
many businesses; "shelter in place" and other governmental regulations; and reduced consumer spending due to both job
losses and other effects attributable to COVID-19 which has resulted in an uncertain and challenging economic
environment that could negatively impact the Corporation's operations, investments and financial results. Given the
unprecedented and pervasive impact of changing circumstances surrounding the COVID-19 pandemic, there is inherently
more uncertainty associated with the Corporation's operating assumptions and expectations. It is not possible to forecast
with certainty the duration and full scope of the economic impact of COVID-19 and other consequential effects. The
Corporation's business, financial condition, results of operations, cash flows, reputation, access to capital, cost of
borrowing, access to liquidity, and/or business plans may, in particular, and without limitation, be adversely impacted as
a result of the pandemic and/or decline in real estate prices as a result of:
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•
•
•
•

labour shortages caused by workers becoming infected with COVID-19, or government or health authority
mandated restrictions on travel by workers or worksites;
clients' ability to make monthly mortgage payments, changes to the value of some underlying real estate assets
securing the mortgage portfolio, and on the value of foreclosed assets;
effects on the interest rate environment as a result of (among other things) government policies and programs;
and
counterparties being unable to fulfill their contractual obligations on a timely basis or at all.

The extent to which the COVID-19 pandemic continues to impact the Corporation's results, business, financial condition,
or liquidity will depend on future developments in Canada, the U.S. and globally.
LEGAL PROCEEDINGS AND REGULATORY ACTIONS
To Crossroads' knowledge, there are no outstanding legal proceedings material to Crossroads to which Crossroads is a
party or in respect of which any of its properties are subject, nor are there any such proceedings known to be contemplated,
except as disclosed elsewhere in this Appendix D and accompanying Information Circular.
To Crossroads' knowledge, there are no outstanding (a) penalties or sanctions imposed against Crossroads by a court
relating to provincial and territorial securities legislation or by a securities regulatory authority within the three years
immediately preceding the date of this Appendix D; (b) any other penalties or sanctions imposed by a court or regulatory
body against Crossroads necessary for this Appendix D to contain full, true and plain disclosure of all material facts
relating Crossroads; and (c) settlement agreements Crossroads entered into before a court relating to provincial and
territorial securities legislation or with a securities regulatory authority within the three years immediately preceding the
date of this Appendix D.
Crossroads was previously the subject of a cease trade order issuer by the Alberta Securities Commission, after Alberta
Securities Commission staff determined that Crossroads' offering memorandum dated May 30, 2013 and certain reports
of exempt distributions were not completed in accordance with Alberta securities laws. Such order was revoked in April
2015.
See also "Background to the Arrangement" in the accompanying Information Circular for details with respect to certain
legal procedures involving the Corporation that were settled.
INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS
Other than as disclosed under the heading The Arrangement – Interests of Certain Persons or Companies in the Matters
to be Acted Upon in the body of this Information Circular, none of the Crossroads' directors or executive officers or any
Person or company that will be the direct or indirect owner of, or will exercise control or direction of, more than 10% of
the Crossroads Shares, or any associate or affiliate of any of the foregoing Persons or companies, has or has had any
material interest, direct or indirect, in any past transaction within the three years before the date of the Information Circular
or any proposed transaction that will materially affect Crossroads.
AUDITORS, REGISTRAR AND TRANSFER AGENT
The auditors of Crossroads are Kingston Ross Pasnak LLP, of Edmonton, Alberta and the agent for the Crossroads
Meeting is Olympia Trust Company in Calgary, Alberta.
MATERIAL CONTRACTS
Except for contracts entered into in the ordinary course of business, the only material contracts Crossroads has entered
into since the beginning of the last financial year, or before the beginning of the last financial year that are still in effect,
or will enter into on or prior to Closing are:
•

The Arrangement Agreement. See "The Arrangement – The Arrangement Agreement" in the accompanying
Information Circular and the Arrangement Agreement as Appendix B to the accompanying Information Circular.

•

The Management Agreement. See "The Manager and the Management Agreement".
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EXPERTS
Names of Experts
The only Persons or companies who are named as having prepared or certified a report, valuation, statement or opinion
in this Appendix D and whose profession or business gives authority to the report, valuation statement or opinion made
by the Person or company, are Kingston Ross Pasnak LLP, Crossroads' independent auditors and Burnet, Duckworth &
Palmer LLP.
Interests of Experts
Kingston Ross Pasnak LLP are the auditors of Crossroads and have confirmed that they are independent with respect to
Crossroads within the meaning of the relevant rules and related interpretations prescribed by the relevant professional
bodies in Canada and any applicable legislation or regulations.
As at the date hereof, the partners and associates of Burnet, Duckworth & Palmer LLP, as a group, each owned, directly
or indirectly, less than 1% of the outstanding Crossroads Shares.
SIGNIFICANT ACQUISITIONS
Crossroads has not completed any significant acquisitions or significant dispositions or entered into any significant
probable acquisitions within or since the completion of Crossroads' most recently completed financial year.
REPORTING REQUIREMENTS
Crossroads is not a reporting issuer or the equivalent thereof under the securities legislation in any jurisdiction in Canada,
the United States or elsewhere. Accordingly, Crossroads is not subject to the continuous reporting and disclosure
requirements prescribed by such securities legislation. Therefore, there is no requirement that Crossroads comply with
such requirements, including, without limitation, the requirements to provide prompt notification of material changes by
way of press releases, to formally file disclosure documents with applicable securities regulatory authorities or to prepare
and file quarterly unaudited financial statements.

SCHEDULE "A" TO APPENDIX D – DECEMBER 2020 AND 2019 AUDITED ANNUAL FINANCIAL
STATEMENTS AND RELATED MANAGEMENT'S DISCUSSION AND ANALYSIS

[See the attached]
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INDEPENDENT AUDITOR'S REPORT

March 22, 2021
Edmonton, Alberta

To the Shareholders of Crossroads - DMD Mortgage Investment Corporation
Opinion
We have audited the consolidated financial statements of Crossroads - DMD Mortgage
Investment Corporation (the Corporation), which comprise the consolidated statement of
financial position as at December 31, 2020 and December 31, 2019 and the consolidated
statements of income and other comprehensive income, changes in equity and cash flow for the
year then ended, and notes to the consolidated financial statements, including a summary of
significant accounting policies.
In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Corporation as at December 31, 2020 and
December 31, 2019 and the consolidated financial performance and consolidated cash flow for
the year then ended in accordance with International Financial Reporting Standards (IFRS).
Basis for Opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the
Corporation in accordance with ethical requirements that are relevant to our audit of the
consolidated financial statements in Canada, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.
Material Uncertainty Related to Going Concern
Without qualifying our opinion, we draw attention to Note 2 in the financial statements which
discloses that the Corporation has an accumulated deficit of $29,794,315 (2019 - $30,187,028).
Additionally, the Corporation has redemption requests on 19,678,342 Class B redeemable
preferred shares (2019 - 32,510,491) that began accumulating on January 31, 2012. Total
redemption requests equate to 51.33% (2019 - 49.92%) of the total preferred shares outstanding.
These conditions, along with other matters as set forth in Note 2, indicates the existence of a
material uncertainty that may cast significant doubt about the Corporation's ability to continue as
a going concern. Our opinion is not modified in respect of this matter.
Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements
Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRS, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.
In preparing the consolidated financial statements, management is responsible for assessing the
Corporation's ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless management either
intends to liquidate the Corporation or to cease operations, or has no realistic alternative but to do
so.

(continues)

Independent Auditor's Report to the Shareholders of Crossroads - DMD Mortgage
Investment Corporation (continued)
Those charged with governance are responsible for overseeing the Corporation's financial
reporting process.
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally
accepted auditing standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.
As part of an audit in accordance with Canadian generally accepted auditing standards, we
exercise professional judgment and maintain professional skepticism throughout the audit. We
also:
 Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis
for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.
 Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Corporation’s internal control.
 Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
 Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Corporation’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Corporation to cease to
continue as a going concern.
 Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.
 Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.
We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Kingston Ross Pasnak LLP
Chartered Professional Accountants

CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Consolidated Statement of Financial Position
(Expressed in Canadian Dollars)
December 31, 2020 and 2019
2020
ASSETS
Cash
Term deposits (Note 4)
Mortgage and other receivables (Note 5)
Foreclosed assets held for sale (Note 7)
Prepaid expenses

LIABILITIES AND SHAREHOLDERS' EQUITY
Trade and other payables (Notes 8, 10)
Advances from shareholders (Note 9)
Due to related party (Note 10)
Redeemable preferred shares payable (Note 12)

$

2,891,349
4,165,885
14,516,180
382,912
5,708

$

5,346,002
13,703,846
17,028,212
524,679
9,305

$ 21,962,034

$ 36,612,044

$

$

183,460
15,520
6,750
134,875
340,605

SHAREHOLDERS' EQUITY
Share capital (Note 11)
Contributed surplus (Note 12)
Preferred Shares (Notes 11, 12)
Deficit

2019

221,056
15,520
11,378
134,875
382,829

1,000
23,964,154
27,450,590
(29,794,315)

1,000
19,785,906
46,629,337
(30,187,028)

21,621,429

36,229,215

$ 21,962,034

$ 36,612,044

CONTINGENCIES (Note 14)

ON BEHALF OF THE BOARD

_____________________________ Director
_____________________________ Director

See notes to financial statements
Crossroads - DMD Mortgage Investment Corporation
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Consolidated Statement of Income and Other Comprehensive Income
(Expressed in Canadian Dollars)
Years Ended December 31, 2020 and 2019
2020
REVENUE

$

DIRECT EXPENSES
Change in provision on mortgage receivables (Note 5)
Losses on mortgage receivables (Note 5)
Unrealized loss on foreclosed assets held for sale (Note 7)
Loss on disposal of foreclosed assets held for sale (Note 7)
Interest and bank charges (recovery)
Gain on other receivables

INCOME FROM OPERATIONS
EXPENSES
Management fees (Note 10)
Legal fees (Notes 14, 10)
Director fees (Note 10)
General and administrative (Note 10)
Accounting fees

NET AND OTHER COMPREHENSIVE INCOME
EARNINGS PER SHARE (Note 13)

See notes to financial statements
Crossroads - DMD Mortgage Investment Corporation

$
$

2,527,287

2019
$

2,666,218

633,226
221,473
65,534
25,415
-

519,306
62,086
24,560
26,930
(25)
(935)

945,648

631,922

1,581,639

2,034,296

438,096
352,163
165,029
110,302
123,336

438,096
259,742
148,668
76,345
21,055

1,188,926

943,906

392,713
0.01

$
$

1,090,390
0.02
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Consolidated Statement of Changes in Equity
(Expressed in Canadian Dollars)
Years Ended December 31, 2020 and 2019

Share capital

Preferred
Shares

Contributed
surplus

Deficit

Total

As at January 1, 2019
Net and comprehensive income for the year

$

1,000
-

$ 46,629,337
-

$ 19,785,906
-

$ (31,277,418)
1,090,390

$ 35,138,825
1,090,390

As at December 31, 2019

$

1,000

$ 46,629,337

$ 19,785,906

$ (30,187,028)

$ 36,229,215

As at January 1, 2020
Net and comprehensive income for the year
Repurchase of class B preferred shares (Note 12)

$

1,000
-

$ 46,629,337
(19,178,747)

$ 19,785,906
4,178,248

$ (30,187,028)
392,713
-

$ 36,229,215
392,713
(15,000,499)

As at December 31, 2020

$

1,000

$ 27,450,590

$ 23,964,154

$ (29,794,315)

$ 21,621,429

See notes to financial statements
Crossroads - DMD Mortgage Investment Corporation
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Consolidated Statement of Cash Flow
(Expressed in Canadian Dollars)
For the Years Ended December 31, 2020 and December 31, 2019
2020
OPERATING ACTIVITIES
Net and comprehensive income
Items not affecting cash:
Loss on mortgage receivables (Note 5)
Change in provision on mortgage receivables (Note 5)
Loss on disposal of foreclosed assets (Note 7)
Unrealized loss on foreclosed assets held (Note 7)
Gain on other receivables

$

Cash flow from operating activities
INVESTING ACTIVITY
Redemption (purchase) of term deposits
Cash flow from (used by) investing activity
FINANCING ACTIVITY
Repurchase of preferred shares

CASH - BEGINNING OF YEAR

1,090,390
62,086
519,306
26,930
24,560
(935)

1,338,361

1,722,337

(2,134,116)
6,051,485
14,587
(2,413,248)
(50,160)

(4,528,494)
10,322,006
36,112
(2,854,877)
(29,827)

239,603
(37,596)
3,597
(4,628)

831,865
3,702
(2,764)
1,965
(9,897)

1,669,524

3,769,791

3,007,885

5,492,128

9,537,961

(6,621,599)

9,537,961

(6,621,599)

(15,000,499)

DECREASE IN CASH FLOW

See notes to financial statements
Crossroads - DMD Mortgage Investment Corporation

$

221,473
633,226
25,415
65,534
-

Changes in non-cash working capital:
Mortgages advanced (Note 5)
Mortgages repaid (Note 5)
Accrued interest and loan fees (Note 5)
Amortized interest and fees (Note 5)
Additions to foreclosed assets held for sale (Note 7)
Proceeds on disposal of foreclosed assets held for
sale (Note 7)
Trade and other payables
Prepaid expenses
Redeemable preferred shares payable
Due to related party

CASH - END OF YEAR
CASH FLOW SUPPLEMENTARY INFORMATION
Interest received
Interest and bank charges paid

392,713

2019

-

(2,454,653)

(1,129,471)

5,346,002

6,475,473

$

2,891,349

$

5,346,002

$
$

2,650,350
6,449

$
$

3,462,599
9,934
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
For the Years Ended December 31, 2020 and December 31, 2019
1.

NATURE OF OPERATIONS
Crossroads - DMD Mortgage Investment Corporation (the "Corporation") is in the business of
investing in mortgages secured by residential and commercial real estate; primarily in the Province
of Alberta. The Corporation was incorporated under the Business Corporations Act (“Alberta”) on
May 9, 2001 for the purposes of carrying on business as a Mortgage Investment Corporation (“MIC”)
as defined in Section 130.1 of the Income Tax Act of Canada (“ITA”). The registered office of the
Corporation is 200, 136 17 Avenue NE, Calgary, Alberta, T2E 1L6.

2.

BASIS OF PRESENTATION AND STATEMENT OF COMPLIANCE
Statement of compliance
The consolidated financial statements of the Corporation have been prepared in accordance with
International Financial Reporting Standards (“IFRS”), as issued by the International Accounting
Standards Board (“IASB”).
The financial statements are presented in Canadian dollars, which is the Corporation's functional
currency. The Corporation presents its consolidated financial position on a non-classified basis in
order of liquidity.
These financial statements were approved by the Corporation's board of directors on March 22,
2021.
Basis of measurement
The consolidated financial statements have been prepared on a historical cost basis, except for
financial instruments classified as fair value through profit or loss, which are measured at fair value
and foreclosed assets held for sale which are measured at the lower of its carrying amount and fair
value less costs to sell.
Going Concern
These consolidated financial statements have been prepared on the basis of accounting principles
applicable to a going concern which assumes the Corporation will realize the carrying value of its
assets and satisfy its obligations as they become due in the normal course of operations.
The Corporation has an accumulated deficit of $29,794,315 as at December 31, 2020 (December
31, 2019 - $30,187,028).
Additionally the Corporation has received redemption requests for 19,678,342 (December 31, 2019
- 32,510,491) of class B redeemable preferred shares that began accumulating on January 31,
2012. Total redemption requests equate to 51.33% (2019 - 49.92%) of the total preferred shares
outstanding.
The application of the going concern concept is dependent on the Corporation's ability to restore
and maintain profitable operations. The Corporation has maintained profitable operations for four
years, however the resolution of the redemption queue may create uncertainty with respect to the
Corporation’s ability to continue as a going concern. A failure to continue as a going concern would
require that stated amounts of assets and liabilities be reflected on a liquidation basis which could
differ significantly from the going concern basis. These financial statements do not reflect the
adjustments or reclassification of assets and liabilities if the Corporation were unable to continue its
operations.

Crossroads - DMD Mortgage Investment Corporation
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
For the Years Ended December 31, 2020 and December 31, 2019
3.

SIGNIFICANT ACCOUNTING POLICIES
Significant accounting policies observed in the preparation of the consolidated financial statements
are summarized below:
Basis of consolidation
The consolidated financial statements include the accounts of the Corporation and its subsidiary. As
a result, figures as at December 31, 2020 and December 31, 2019 or for the years then ended
include the financial position of the subsidiary and the results of their operations for the years then
ended. The results of operations of the subsidiary are included in the consolidated financial
statements from the respective dates of acquisition or incorporation.
All significant intercompany transactions and balances have been eliminated upon consolidation.
Subsidiary
Sileo Limited Partnership

Ownership %
99.99

Year end
December 31

Significant accounting judgments, estimates and assumptions
The preparation of the Corporation’s consolidated financial statements requires management to
make judgments, estimates and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of the
reporting period. However, uncertainty about these assumptions and estimates could result in
outcomes that require a material adjustment to the carrying amount of the asset or liability affected
in future periods.
(continues)

Crossroads - DMD Mortgage Investment Corporation
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
For the Years Ended December 31, 2020 and December 31, 2019
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Judgments
In the process of applying the Corporation's accounting policies, management has made the
following critical accounting judgments which are accounting policies that have been identified as
being complex or involving subjective judgment or assessment. Critical accounting judgments
include:
Classification of mortgages
Mortgage investments are classified based on both the business model for managing the assets and
their contractual cash flow characteristics. Judgment is used in determining the business model for
managing the assets and whether cash flows received are comprised solely of principal and interest
payments.
Measurement of expected credit losses
The expected credit loss model requires the recognition of losses based on 12 months of expected
losses for performing loans and recognition of lifetime losses on performing loans that have
experienced a significant increase in credit risk.
The determination of significant increases in credit risk on performing loans takes into account
several different factors that vary by nature of the investment. Credit risk on a financial asset is
assumed to have increased significantly if it is more than 60 days past due, borrower specific
criteria such as the payment of property taxes and property insurance are not met, and the value of
the security of the underlying mortgage is less than the mortgage receivable amount plus contingent
costs of selling the underlying secured property.
The assessment for significant increases in credit risk requires experienced credit judgment. In
determining whether there has been a significant increase in credit risk and in calculating the
amount of expected credit losses the entity relies on estimates and judgment is exercised on
matters for which the ultimate outcome is unknown. These judgments include appraisals of the
underlying mortgage security, history of borrower performance, and changes in market forecasts.
The calculation of expected credit losses includes the explicit incorporation of forecasts of future
economic conditions. In determining expected credit losses, economic forecasts are used that take
into account key macroeconomic variables relevant to each investment type. These variables
include unemployment rates, housing price index, and interest rates. Forecasts are developed
internally and judgment is used to incorporate multiple economic variables through discount rates
used to determine credit risk on the estimated value of the underlying mortgage security. Forecast
discount rates are based on the average percentage decline of the security from the date of the
original appraisal to the current date based on real estate board figures for properties similar in
nature; and a discretionary percentage to discount for appraiser optimism, externally produced
forecasts and a lack of selling price information for properties of a particular class. Allowances are
sensitive to changes in both economic forecasts and discount rates assigned to each forecast
scenario.
(continues)
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Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
For the Years Ended December 31, 2020 and December 31, 2019
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Estimates and assumptions
The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year, are described below. The Corporation based
its assumptions and estimates on parameters available when the consolidated financial statements
were prepared. Existing circumstances and assumptions about future developments, however, may
change due to market changes or circumstances arising beyond the control of the Corporation. Such
changes are reflected in the assumptions when they occur.
Investment impairment
The most significant estimates that the Corporation is required to make relates to the impairment of
the mortgage portfolio (Note 5) and foreclosed assets held for sale (Note 7). These estimates
include assumptions regarding the local real estate market conditions, interest rates and the
availability of credit, cost and terms of financing, the impact of present or future legislation or
regulation, prior encumbrances, adverse changes in the payment status of borrowers and other
factors affecting the investments and underlying security of the investments. These assumptions are
limited by the availability of reliable comparable data, economic uncertainty, ongoing geopolitical
concerns and the uncertainty of predictions concerning future events. Accordingly, by their nature,
estimates of impairment are subjective and do not necessarily result in precise determinations of the
actual outcome. Should the underlying assumptions change, the estimated fair value could vary by
a material amount.
Fair value of financial instruments
Where the fair value of financial assets and financial liabilities recorded in the statement of financial
position cannot be derived from active markets, their fair value is determined using valuation
techniques including the discounted cash flow model. The inputs to these models are taken from
observable markets where possible.
Where this is not feasible, a degree of judgment is required in establishing fair values. The
judgments include considerations of inputs such as liquidity risk, credit risk and volatility. Changes in
assumptions about these factors could affect the reported fair value of financial instruments (Note
18).
Unrealized loss on foreclosed assets held for sale
The Corporation considers the estimate of the fair value less costs to sell of foreclosed assets held
for sale to be a significant estimate. Unrealized losses on these assets represent the change in the
fair value of these assets from the time that the Corporation foreclosed until the measurement date.
Fair value is estimated based on recent selling prices of comparable properties for residential
assets, and appraisals prepared by third parties for commercial assets.
Revenue recognition
The Corporation's revenue is comprised of interest earned on GIC's and interest collected from
borrowers and interest accrued since the borrower's last payment. Generally, interest is recognized
based upon the amounts to which the Corporation is contractually entitled. In the instance of a
Stage 3 asset, interest is accrued on the unimpaired portion of the loan at the contract rate (Note 6).
When interest payments are received in advance of their due date, the amount is held in trust for
the borrower and paid to the Corporation upon the due date.
(continues)
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Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
For the Years Ended December 31, 2020 and December 31, 2019
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments
Financial assets
Initial recognition and measurement
Financial assets are classified as measured at amortized cost, at fair value through other
comprehensive income (FVOCI) or fair value through profit or loss (FVTPL). The determinant of the
classification of the financial asset is based on the entity's business model for managing the
financial asset and the contractual cash flow characteristics of the financial asset. The Corporation
determines the classification of its financial assets at initial recognition.
All financial assets are recognized initially at fair value plus or minus, in the case of assets not at
fair value through profit or loss, directly attributable transaction costs.
The Corporation’s financial assets include cash, term deposits, and mortgage and other receivables.
Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:
Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss include all financial assets unless measured at
amortized cost or at fair value through other comprehensive income. The Corporation can make an
irrevocable election at initial recognition for particular investments in equity instruments that would
otherwise be measured at fair value through profit or loss to present subsequent changes in fair
value in other comprehensive income.
The Corporation may irrevocably designate a financial asset as measured at fair value through
profit or loss if doing so eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise from measuring assets or liabilities or recognizing the gain
and losses on them on a different basis.
The Corporation has designated cash and term deposits as at fair value through profit or loss.
Amortized Cost
Financial assets are measured at amortized cost if the two following conditions are met:




The financial asset is held within a business model whose objective is to hold financial assets
in order to collect contractual cash flows and
The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

The Corporation has designated mortgage and other receivables at amortized cost.
Derecognition
A financial asset (or, where applicable a part of a financial asset or part of a group of similar
financial assets) is derecognized when one of the following conditions is met:


The rights to receive cash flows from the asset have expired, or
(continues)
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)


The Corporation has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the received cash flows in full without material delay to a third
party under a ‘pass-through’ arrangement; and either (a) the Corporation has transferred
substantially all the risks and rewards of the asset, or (b) the Corporation has neither
transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Corporation has transferred its rights to receive cash flows from an asset or has entered
into a pass-through arrangement, and has neither transferred nor retained substantially all of the
risks and rewards of the asset nor transferred control of it, the asset is recognized to the extent of
the Corporation’s continuing involvement in it.
In that case, the Corporation also recognizes an associated liability. The transferred asset and the
associated liability are measured on a basis that reflects the rights and obligations that the
Corporation has retained.
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration
that the Corporation could be required to repay.
Impairment of financial assets
The Corporation has to recognize a loss allowance for expected credit losses on all financial assets
and certain off-balance sheet loan commitments and guarantees. The expected credit loss model
requires a loss allowance to be claimed on the financial asset regardless of whether an actual loss
event has occurred.
The expected credit loss model presents three stages of credit loss allowances that must be
assessed on all financial assets held by the Corporation. At the reporting date, if the credit risk of a
financial asset has not significantly changed from initial recognition an allowance for that financial
instrument at an amount equal to a 12-month expected credit losses is recognized (Stage 1). Once
the financial assets credit risk significantly increases from initial recognition, a lifetime expected
credit loss will be recognized (Stage 2). At stage 2 the interest revenue from the asset will continue
to be calculated on the carrying value of the asset before impairments. If the credit quality of the
financial asset deteriorates and the loan is in foreclosure, the lifetime expected loss will continue to
be recognized however the interest revenue will now be calculated on the net amortized carrying
value after deducting the loss allowance (Stage 3).
The assessment of significant increases in credit loss is completed at the reporting date and
considers historical events, current market conditions and supportable information about future
economic conditions that is available without undue cost or effort, that is indicative of significant
increases in credit risk since initial recognition. Evidence of impairment may include indications that
the debtors or a group of debtors is experiencing significant financial difficulty, default or
delinquency in payments, and where observable data indicate that there is a measurable decrease
in the estimated value of the underlying real estate or the loan is in foreclosure.
(continues)
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Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
For the Years Ended December 31, 2020 and December 31, 2019
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
To assess significant increases in expected credit loss, the Corporation monitors loan payment
histories and utilizes a discounting methodology to estimate whether the value of the property
securing a mortgage is worth less than the carrying value of that mortgage. Should the loan
experience payment irregularities and it is determined the value of the property is worth less than
the carrying value of the mortgage, an expected lifetime credit loss is recorded as a stage 2 loan
loss provision (Note 6). Interest continues to accrue on the loan at the contractual rate and is
recognized as revenue in the income statement. The carrying amount of the asset is reduced
through the use of a loss provision account, and the expected loan loss expense is recognized
through change in provision on mortgage receivables in the income statement.
Should the credit quality of the loan further decrease as a result of the loan being more than 60 days
in arrears and no payment arrangements are made regarding the arrears, and foreclosure
proceedings commence, the mortgage and its expected lifetime credit loss is recorded as a Stage 3
asset (Note 6). Expected lifetime credit loss is calculated as the deficiency between the carrying
value of the mortgage and the estimated net proceeds from the sale of the property securing the
mortgage (after payment of priority creditors and selling costs). Interest continues to be accrued at
the contractual rate on the unimpaired portion of the loan, and is recognized as revenue on the
income statement. The carrying amount of the asset is reduced through the use of a loss provision
account, and the expected loan loss is recognized through change in provision on mortgage
receivables on the income statement.
Loans together with the associated allowance are written off when there is no realistic prospect of
future recovery and all collateral has been realized or has been transferred to the Corporation. If in
a subsequent year, the amount of the estimated impairment loss increases or decreases because of
an event occurring after the impairment was recognized, the previously recognized impairment loss
is increased or reduced by adjusting the loss provision account. If a future write off is later
recovered, the recovery is credited to losses on mortgage receivables in the income statement.
(continues)
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial liabilities
Initial recognition and measurement
Financial liabilities are measured as financial liabilities at fair value through profit or loss, or as
derivatives designated as hedging instruments in an effective hedge, as appropriate. The
Corporation determines the classification of its financial liabilities at initial recognition.
All financial liabilities are recognized initially at fair value plus or minus, in the case of financial
liabilities not at fair value through profit or loss, directly attributable transaction costs.
The Corporation’s financial liabilities include trade and other payables, due to related party,
redeemable preferred share payable, and advances from shareholders.
Subsequent measurement
The subsequent measurement of financial liabilities depends on their classification as follows:
Financial liabilities at amortized cost
After initial recognition, interest bearing loans and borrowings are subsequently measured at
amortized cost using the effective interest rate method. Gains and losses are recognized in the
statement of income and comprehensive income when the liabilities are derecognized as well as
through the effective interest rate method amortization process.
Amortized cost is calculated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the effective interest rate ("EIR"). The EIR amortization is
included in finance costs in the provision for credit losses in the statement of income and
comprehensive income.
The Corporation has designated its trade and other payables, due to related party, redeemable
preferred share payable, and advances from shareholders as financial liabilities at amortized cost.
Derecognition
A financial liability is derecognized when the obligation under the liability is discharged, cancelled or
expires. When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the original liability and the recognition of
a new liability, and the difference in the respective carrying amounts is recognized in profit or loss.
(continues)
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Fair value of financial instruments
The fair value of financial instruments that are traded in active markets at each reporting date is
determined by reference to quoted market prices or dealer price quotations (bid price for long
positions and ask price for short positions), without any deduction for transaction costs. For financial
instruments not traded in an active market, the fair value is determined using appropriate valuation
techniques. Such techniques may include using recent arm’s length market transactions, reference
to the current fair value of another instrument that is substantially the same, or a discounted cash
flow analysis or other valuation models.
An analysis of fair values of financial instruments and further details as to how they are measured
are provided in Note 18.
Cash
Cash represents funds held on deposit in Canadian banks less cheques issued and outstanding.
Term Deposits
Term deposits represent investments with fixed interest rates and maturity dates which are
redeemable prior to maturity at the holder's discretion. Term deposits are recorded at their current
redeemable value with any accumulated interest being recognized as revenue in the statement of
net and other comprehensive income.
Foreclosed assets held for sale
Foreclosed assets held for sale are recorded at the lower of the carrying amount and fair value less
anticipated selling costs. Fair value is determined by reference to market prices for similar assets.
Any difference between the carrying amount of the loan prior to foreclosure and the amount at which
the foreclosed assets are initially measured is recognized as a charge in the statement of income
and other comprehensive income.
Foreclosed assets that the Corporation has title to at year-end and that are being actively marketed
as at the balance sheet date are shown on the face of the balance sheet as foreclosed assets held
for sale. When foreclosed assets are disposed of the difference between the proceeds received and
carrying value at time of sale is recorded as a loss/gain on foreclosed assets held for sale in the
statement of income and other comprehensive income.
Redeemable preferred shares
Class B redeemable preferred shares include a right for any holder to request that the Corporation
redeem or purchase all or any number of the B shares which have been registered in the name of
such holder for not less than one year. The redeemable preferred shares are recorded as equity and
are presented at their stated capital amount of $0.716 per share.
Income taxes and dividends
Current income taxes
(continues)
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to
compute the amount are those that are enacted or substantively enacted, at the reporting date in the
countries where the Corporation operates and generates taxable income.
Current income tax relating to items recognized directly in equity is recognized in equity and not in
the income statement. Management periodically evaluates positions taken in the tax returns with
respect to situations in which applicable tax regulations are subject to interpretation and establishes
provisions where appropriate.
The Corporation is a MIC pursuant to the Income Tax Act of Canada. Taxable income is reduced by
dividends paid during the year or within 90 days of the year end. As a result, the Corporation can
distribute its net earnings to shareholders without payment of corporate income tax. The dividends
paid and accrued are presented as a distribution of retained earnings in the consolidated
statements, however are considered a deduction from income for tax purposes.
Deferred income taxes
Deferred tax is provided using the liability method on temporary differences at the reporting date
between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes.
Deferred tax liabilities are recognized for all taxable temporary differences, except:




Where the deferred tax liability arises from the initial recognition of goodwill or of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss.
In respect of taxable temporary differences associated with investments in subsidiaries where
the timing of the reversal of the temporary differences can be controlled and it is probable
that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, carry forward of unused
tax credits and unused tax losses, to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences, and the carry forward of unused tax credits and
unused tax losses can be utilized, except:




Where the deferred tax asset relating to the deductible temporary difference arises from the
initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
loss.
In respect of deductible temporary differences associated with investments in subsidiaries
deferred tax assets are recognized only to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of
the deferred tax asset to be utilized. Unrecognized deferred tax assets are reassessed at each
reporting date and are recognized to the extent that it has become probable that future taxable
profits will allow the deferred tax asset to be recovered.
(continues)
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
year when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted at the reporting date.
Deferred tax items are recognized in correlation to the underlying transaction either in other
comprehensive income or directly in equity.
Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set
off current tax assets against current income tax liabilities and the deferred taxes relate to the same
taxable entity and the same taxation authority.
Tax benefits acquired as part of a business combination, but not satisfying the criteria for separate
recognition at that date, would be recognized subsequently if new information about facts and
circumstances changed. The adjustment would either be treated as a reduction to goodwill (as long
as it does not exceed goodwill) if it is incurred during the measurement period or in profit or loss.
Earnings per share
The income (loss) per share calculation is based on the weighted average number of common
shares outstanding during the year. Diluted earnings per share is calculated using the treasury
stock method to determine the dilutive effect from the exercise of stock options. This assumes that
any proceeds received from in-the-money options would be used to buy back common shares at the
average market price during the year.
Comprehensive income
Comprehensive income includes all changes in equity of the Corporation except those resulting
from investments by owners and distributions to owners. Comprehensive income is the total of
income and other comprehensive income. Other comprehensive income comprises revenues,
expenses, gains and losses that, in accordance with IFRS, require recognition, but are excluded
from net income. The Corporation does not have any items giving rise to other comprehensive
income, nor is there any accumulated balance of other comprehensive income. All gains and losses,
including those arising from measurement of all financial instruments, have been recognized in the
statement of income and other comprehensive income for the period.
Statement of Cash Flow
The Corporation is using the indirect method in its presentation of the Statement of Cash Flow.

4.

TERM DEPOSITS
The term deposits are subject to fixed rates of return ranging from 1.96% to 2.00% (December 31,
2019 - 1.95% - 2.50%) and will mature within one year from date of purchase. These investments
can be redeemed with full forfeiture of accrued interest.
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
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5.

MORTGAGE AND OTHER RECEIVABLES
A) PORTFOLIO ANALYSIS
# of
mortgages
December 31, 2020
1st Mortgages
2nd Mortgages
3rd Mortgages

December 31, 2019
1st Mortgages
2nd Mortgages
3rd Mortgages

December 31, 2020
Residential loans
Commercial loans

December 31, 2019
Residential loans
Commercial loans

Weighted
Average
Interest Rate

Gross
Amount ($)

Provision ($)

Net Amount

30
232
2
264

9.43%
14.71%
3.97%

4,094,364
11,582,187
127,757
15,804,308

(4,687)
(1,283,441)
(1,288,128)

4,089,677
10,298,746
127,757
14,516,180

38
285
4
327

9.74%
15.33%
11.10%

4,015,379
13,995,334
156,516
18,167,229

(12,573)
(1,068,917)
(57,527)
(1,139,017)

4,002,806
12,926,417
98,989
17,028,212

260
4
264

14.02%
3.47%

14,653,381
1,150,927
15,804,308

(576,547)
(711,581)
(1,288,128)

14,076,834
439,346
14,516,180

319
8
327

13.64%
12.09%

17,531,290
635,939
18,167,229

(1,081,787)
(57,230)
(1,139,017)

16,449,503
578,709
17,028,212
(continues)
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5.

MORTGAGE AND OTHER RECEIVABLES (continued)
B) MATURITY ANALYSIS

# of
Mortgages
December 31, 2020
Under 6 months
6 months - 1 year
1-2 years
Over 2 years
December 31, 2019
Under 6 months
6 months - 1 year
1-2 years
Over 2 years

Weighted
Average
Interest Rate

Gross
Amount ($)

Provision ($)

Net Amount

97
101
56
10
264

11.61%
14.72%
13.43%
16.31%

6,398,854
5,589,730
3,239,607
576,117
15,804,308

(1,159,917)
(45,131)
(72,606)
(10,474)
(1,288,128)

5,238,937
5,544,599
3,167,001
565,643
14,516,180

70
126
117
14
327

12.56%
14.44%
14.71%
15.01%

4,693,895
7,137,949
5,793,043
542,342
18,167,229

(541,057)
(452,200)
(140,527)
(5,233)
(1,139,017)

4,152,838
6,685,749
5,652,516
537,109
17,028,212

Gross
Amount ($)

Provision ($)

Net Amount

C) GEOGRAPHIC DISTRIBUTION
# of
Mortgages
December 31, 2020
Calgary & area, AB
Edmonton, AB
Manitoba
Alberta - other
British Columbia
Saskatchewan
December 31, 2019
Calgary & area, AB
Edmonton, AB
Manitoba
Alberta - other
British Columbia

Weighted
Average
Interest Rate

98
86
12
59
8
1
264

13.71%
13.18%
16.35%
12.09%
15.00%
9.75%

5,274,209
5,214,206
511,983
3,881,588
784,944
137,378
15,804,308

(856,546)
(202,039)
(229,543)
(1,288,128)

4,417,663
5,012,167
511,983
3,652,045
784,944
137,378
14,516,180

129
101
14
74
9
327

15.08%
13.89%
16.37%
12.66%
12.73%

6,827,140
5,466,222
585,567
4,565,813
722,487
18,167,229

(453,038)
(469,480)
(11,943)
(204,556)
(1,139,017)

6,374,102
4,996,742
573,624
4,361,257
722,487
17,028,212
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5.

MORTGAGES AND OTHER RECEIVABLES (continued)
D) RECONCILIATION OF MORTGAGES AND OTHER RECEIVABLE
Interest rates charged throughout the year ranged from 7.75% to 18.07% (December 31, 2019 7.75% to 17.50%). The average effective interest rate of the mortgages was 13.15% (December 31,
2019 - 14.05%). The Corporation negotiates security for the mortgages advanced which includes the
related residential or commercial property.
For the year ended December 31, 2020:

Opening balance
Loans advanced
Loans repaid
Accrued interest and loan fees
Change in provision for credit losses
Net losses on mortgage receivables
Transfer to titled properties

Gross
$ 18,167,229
2,134,116
(6,051,485)
2,398,661
(705,588)
(138,625)
15,804,308

Provision
Net
$ (1,139,017) $ 17,028,212
2,134,116
(6,051,485)
2,398,661
(633,226)
(633,226)
484,115
(221,473)
(138,625)
(1,288,128)
14,516,180

For the year ended December 31, 2019 :
Opening balance
Loans advanced
Loans repaid
Accrued interest and loan fees
Change in provision for credit losses
Net losses on mortgage receivables
Transfer to titled properties

Crossroads - DMD Mortgage Investment Corporation

22,673,490
4,528,494
(10,321,969)
2,822,757
(1,505,716)
(29,827)
18,167,229

(2,063,341)
(519,306)
1,443,630
(1,139,017)

20,610,149
4,528,494
(10,321,969)
2,822,757
(519,306)
(62,086)
(29,827)
17,028,212
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6.

PROVISION FOR CREDIT LOSSES
Stage 1
December 31, 2020
First mortgages
Gross mortgages, interest
receivable and unpaid
charges
Provision for credit losses

$

Second mortgages
Gross mortgages, interest
receivable and unpaid
charges
Provision for credit losses

3,751,936
3,751,936

Second mortgages
Gross mortgages, interest
receivable and unpaid
charges
Provision for credit losses

$

9,299,999
(45,131)
9,254,868

Third mortgages
Gross mortgages, interest
receivable and unpaid
charges
Provision for credit losses
December 31, 2019
First mortgages
Gross mortgages, interest
receivable and unpaid
charges
Provision for credit losses

Stage 2

3,709,307
3,709,307

$

1,119,726
(350,617)
769,109

28,987
28,987

$

342,428
(4,687)
337,741

Stage 3

96,679
(12,573)
84,106

$

1,162,462
(887,693)
274,769

-

$

-

Total

11,582,187
(1,283,441)
10,298,746

98,770
98,770

$

209,393
209,393

4,094,364
(4,687)
4,089,677

127,757
127,757

$

4,015,379
(12,573)
4,002,806

10,738,854
10,738,854

1,218,146
(666,460)
551,686

2,038,334
(402,457)
1,635,877

13,995,334
(1,068,917)
12,926,417

70,128
70,128

29,158
(297)
28,861

57,230
(57,230)
-

156,516
(57,527)
98,989

Third mortgages
Gross mortgages, interest
receivable and unpaid
charges
Provision for credit losses

(continues)
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
For the Years Ended December 31, 2020 and December 31, 2019
6.

PROVISION FOR CREDIT LOSSES (continued)
The three stages of expected credit losses on mortgages is assessed based on the following criteria:
Stage 1 Unimpaired Loans
Mortgage and other receivables on initial recognition and that have not shown a significant increase
in credit risk subsequent to initial recognition, require a 12 month expected credit loss to be
recognized. Based on management's assessment of the 12 month expected credit losses, the credit
risk on unimpaired loans is low as the average expected losses results in an immaterial impact on
the valuation of the outstanding loan balance. A non-sufficient fund (NSF) payment is considered a
significant indicator of potential increased credit risk therefore the loans with NSF payment are
reassessed to further determine whether the loan is in an equity position after applying a discount to
the property value and deducting all expected expenses. Those which have negative equity are
classified as impaired loans (Stage 2) and allowances are recorded.
Stage 2 Impaired Loans
The determination of a significant increase in credit risk takes into account different factors. Loans
with increased credit risk are applied a discount to the property value. The Corporation assumes that
the credit risk on a loan with negative equity has increased significantly. An allowance is recorded
based on management's assessment of the life time expected losses to that individual loan until
twelve consecutive payments have been made on the loan at which time the allowance is reversed.
Stage 3 Foreclosed Loans
Management reviews the loans on an ongoing basis to assess whether a foreclosure process is
needed to be performed and whether an allowance or write-down should be recorded. The review of
individually significant impaired loans is conducted by the Mortgage Administration Department on
an on-going basis to appropriately estimate the life time expected credit losses on that individual
loan. If a loan is in arrears for two months and there is no payment plan arranged by the borrower,
the loan will be sent to foreclosure.
The value of the foreclosed property is discounted and the estimated carrying cost is reviewed. If
the foreclosed property has positive equity after taking into consideration the discount and carrying
cost, no allowances are recorded. Allowances for foreclosed loans which have negative equity are
recorded for individually identified foreclosed loans to reduce their carrying value to the expected
recoverable amount.
To determine the amount of expected credit loss from a foreclosed loan, management uses the
lowest value of the recent appraisal, Comparable Market Assessment Listing Price (CMA) or judicial
sale value, net of expected costs and any amounts legally required to be paid to priority creditors.
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Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
For the Years Ended December 31, 2020 and December 31, 2019
7.

FORECLOSED ASSETS HELD FOR SALE
Foreclosed assets held for sale are properties to which the Corporation had title and were actively
marketed for sale at year end. The properties were located primarily in Alberta. An unrealized loss
on foreclosed assets held for sale of $65,534 (December 31, 2019 - $24,560) has been recorded.
The fair value measurements have been categorized as a level 3 fair value based on inputs to the
valuation technique used. The Corporation measures fair value through the use of a direct sales
comparison valuation technique whereby the fair value is based on comparison to recent sales of
properties of similar types, location and quality. There is a significant unobservable input relating to
characteristics specific to each property that could cause the fair value to differ from the property to
which it is being compared.
During the year ended December 31, 2020 the Corporation closed on the sale of 1 (December 31,
2019 - 2) of the foreclosed residential properties for a loss of $25,415 (December 31, 2019 $26,930). As at December 31, 2020, the Corporation is in possession of 2 properties acquired during
2020 through settlement of claims, with a carrying value of $100,000 and cash in trust of $282,912
related to unsettled claims where the Corporation also had an equity interest in the properties
(December 31, 2019 - 1 property - $241,767).
For the year ended December 31, 2020:
Opening balance
$
Transfer from mortgage receivables
Proceeds from sold foreclosed assets held for sale
Net loss on disposal of foreclosed assets held
for sale
Additions to foreclosed assets held for sale
Unrealized loss on foreclosed assets held for sale
Closing balance

Gross
571,351
138,625
(239,603)

Impairment
$
(46,672) $
-

(72,087)
50,160
448,446

46,672
(65,534)
(65,534)

Net
524,679
138,625
(239,603)
(25,415)
50,160
(65,534)
382,912

For the year ended December 31, 2019
Opening balance
Transfer from mortgage receivables
Proceeds from sold foreclosed assets held for sale
Net loss on disposals of foreclosed assets held
for sale
Additions to foreclosed assets held for sale
Unrealized loss on foreclosed assets held for sale
Closing balance

1,323,528
29,827
(831,865)

27,950
-

23,132
26,729
571,351

(50,062)
(24,560)
(46,672)

1,351,478
29,827
(831,865)
(26,930)
26,729
(24,560)
524,679

Total cash proceeds on disposals of foreclosed assets held for sale was $239,603 (2019 $831,568).
8.

TRADE AND OTHER PAYABLES
2020
Trade payables
Accrued liabilities

2019

$

153,460
30,000

$

201,056
20,000

$

183,460

$

221,056

Trade and other payables are non-interest bearing and are normally settled on 30 day terms.
Crossroads - DMD Mortgage Investment Corporation

page 23

CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
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9.

ADVANCES FROM SHAREHOLDERS
Amounts due to common shareholders or companies controlled by those shareholders are
unsecured, due on demand and do not bear interest.

10. RELATED PARTY TRANSACTIONS
Caplink Financial Corporation (CFC) is related by virtue of providing the management functions of
the Corporation.
Included in management fees for the current year are $438,096 (2019 - $438,096) paid to CFC for
services rendered relating to a management agreement. Included in due to related party is $6,250
(December 31, 2019 - $11,378) related to outstanding management fees to be paid.
Included in legal fees for the current year are $29,918 (2019 - $10,175) paid to CFC for services
rendered relating to the derivative lawsuit (Note 14) that was based on an order approved by the
courts.
Included in general and administrative fees for the current year are $9,375 (2019 - $nil) paid to CFC
for services rendered relating to assistance with strategic matters.
Included in director fees for the current year are $159,517 (2019 - $148,668) paid to related
individuals for services rendered based on an order approved by the courts.
At December 31, 2020, trade and other payables includes payables of $59,917 and receivables of
$6,975 due to and from related parties (December 31, 2019 - payables of $32,240 receivable of
$6,975).
All of the above transactions were conducted in the normal course of operations, in compliance with
the court order and are measured at the exchange amount, which is the amount of consideration
established and agreed to by the related parties.
11. SHARE CAPITAL
Authorized:
Unlimited Class A common voting shares without par value
Unlimited Class B preferred shares without par value
2020
Shares
Issued and fully paid:
Class A common voting shares
Class B non-voting preferred
shares (Note 12, 14)

1,000
38,339,437

Crossroads - DMD Mortgage Investment Corporation

2019
Amount

$

Shares

1,000

1,000

$ 27,450,590

65,125,233

Amount
$

1,000

$ 46,629,337
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12.

CLASS B PREFERRED SHARES
Class B preferred shares are redeemable at the sole discretion of the Corporation and holders are
entitled to receive non-cumulative preferential dividends in an amount up to an annual dividend
target rate of 7%, on a pro rata basis if and when declared by the Corporation. In 2016, the stated
capital of the shares was reduced to $0.716 per share.
No dividends were declared or paid during the year ended December 31, 2020 and 2019. As at
December 31, 2020, there were amounts payable to shareholders of $134,875 (2019 - $134,875).
During the year, the Corporation repurchased 26,785,796 class B preferred shares for $15,000,499
(2019 - $nil). At the year ended December 31, 2020, the Corporation has outstanding 38,339,437
Class B preferred shares (2019 - 65,125,233). The Corporation has received redemption requests
for 19,678,342 (December 31, 2019 - 32,540,491) of class B redeemable preferred shares. Total
redemption requests equate to 51.33% (2019 - 49.92%) of the total preferred shares outstanding.

13. BASIC AND DILUTED EARNINGS PER SHARE
The following tables reconciles the numerators and denominators of the basic and diluted profit per
share.
2020
Basic and diluted profit per share calculation
Numerator for basic and diluted profit per share:
Income and other comprehensive income for the
period before dividends
Denominator for basic and diluted profit per share:
Weighted average shares
Basic and diluted profit per share

$

392,713

2019

$

55,249,819
$

0.01

1,090,390
65,124,577

$

0.02

The Class A common voting shares are not included as part of the earnings per share calculation as
the Class B preferred shareholders are required to receive an annual dividend of 7% before the
Class A shareholders are entitled to receive distributions.
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14. CONTINGENCIES
Consulting fee agreements have been put into place for various Class A shareholders of the
Corporation. Under the consulting agreements, a consulting fee is permitted based on standard
rates established by each consultant. The consulting fees are limited to a maximum of 25% of the
net profit after payments to Class A and Class B shareholders of the Corporation each year. These
agreements are in effect until 2032. Management has not engaged these consultants to provide
services therefore does not believe these agreements will have any financial impact on the
Corporation.
On May 29, 2017 a class action lawsuit against the Corporation and numerous other defendants was
commenced by the Class B shareholders of the Corporation. The shareholders are seeking
unspecified damages. Management does not believe this lawsuit will have any financial impact on
the Corporation.
On August 31, 2017 the Corporation filed a statement of claim against the non-independent
directors of the Corporation and parties related to them for damages totaling $12.4 million. This was
amended in August 2018 to $66 million. The allegation is denied and is being defended by the
directors of the Corporation and parties related to them. Total legal fees incurred related to the
derivative lawsuit included in legal fees in 2020 was $144,729 (2019 - $153,781). To date the
Corporation has incurred legal fees of $486,457 related to the derivative lawsuit.
The recent outbreak of the Coronavirus Disease 2019, or COVID-19, has spread across the globe
and is impacting worldwide economic activity. This global pandemic poses the risk that we or our
clients, employees, contractors, suppliers, and other partners may be unable to conduct regular
business activities for an indefinite period of time. While it is not possible at this time to estimate the
impact that COVID-19 could have on our business, the continued spread of COVID-19 and the
measures taken by the federal, provincial and municipal governments to contain its impact could
adversely impact our business, financial condition or results of operations. Specifically, it could have
a material impact on some of our clients’ ability to make monthly mortgage payments, on the value
of some underlying real estate assets securing the mortgage portfolio, and on the value of some
foreclosed assets. The extent to which the COVID-19 outbreak impacts our results will depend on
future developments that are highly uncertain and cannot be predicted, including new information
that may emerge concerning the spread of the virus and government actions.
On April 30, 2019, CMS Financial Management Services Ltd. (CMS), the former fund manager,
filed a claim against Caplink Financial Corporation (the Manager) for which the Corporation is
required to indemnify the Manager. The claim is for $580,848 in unpaid monthly installments under
a compensation agreement, whereby the Manager obtained the rights to enter into the current
management agreement, and $150,000 in damages. Management does not believe this lawsuit will
have any financial impact on the Corporation, and will vigorously defend itself.
On October 19, 2020, CMS, CMS Real Estate Ltd., Gerry Macdonald and Maureen Macdonald filed
an amended statement of claim for $211,577 against the Corporation for indemnity of damages
caused to them by the Class Action lawsuit and the Derivative lawsuit (statements claim May 29,
2017 and August 31, 2017 above). The financial impact of this action is undetermined.
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15. INCOME TAXES
The nature and tax effect of the temporary differences giving rise to the deferred tax assets is as
follows:
2020
Cumulative eligible capital
Non-capital loss carry forwards
Less: Valuation allowance
Deferred income tax asset

$

53,112
14,059,418
(14,112,530)
-

The reconciliation of the Corporation's effective tax expense is as
follows:
Income before income taxes
Statutory income tax rate
Tax expense
Non-deductible expenses
Cumulative capital allowance in excess of amortization
Change in reserve for provisions
Realized losses on loans receivable
Non-capital loss utilized
Income tax expense

392,713
48%
187,206
78,631
(2,776)
(63,973)
(199,089)
-

2019
$

46,590
11,625,784
(11,672,374)
-

1,090,390
40%
436,156
(346,436)
(2,452)
332,757
(420,024)
-

The Canadian combined statutory tax rate for 2020 is 48% (2019 - 40%).
16. NON-CAPITAL TAX LOSSES CARRIED FORWARD
The Corporation has incurred losses of $29,290,454 for tax purposes which are available to reduce
future taxable income. Such benefits will be recorded as an adjustment to the tax provision in the
year realized. The losses will expire as follows:
2031
2032
2033
2034
2035
Thereafter

$

512,840
2,938,142
933,134
1,971,340
9,148,858
13,786,140

$ 29,290,454

17. CAPITAL MANAGEMENT
The Corporation defines capital as being funds raised through redeemable investment shares sold.
The Corporation manages capital to support ongoing investment activities of the Corporation, and to
preserve shareholders’ equity. The Board of Directors reviews and approves material transactions
out of the ordinary course of business, if any. There have been no material changes during the year
in relation to the objectives and strategies with respect to capital risk management.
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18. FINANCIAL INSTRUMENTS
The Corporation's financial instruments consist of cash, term deposits, mortgage and other
receivables, trade and other payables, due to related party, redeemable preferred share payable,
and advances from shareholders.
Fair Value
The Corporation's carrying value of its financial instruments approximates its fair value due to the
immediate or short term maturity of these instruments.
All financial instruments carried at fair value are categorized in one of three categories:
Level 1 – Values based on unadjusted quoted prices in active markets that are accessible at
the measurement date for identical assets or liabilities.
Level 2 – Values based on quoted prices in markets that are not active or model inputs that
are observable either directly or indirectly for substantially the full term of the asset or liability.
Level 3 – Value based on prices or valuation techniques that require inputs that are
both unobservable and significant to the overall fair value measurement.
During the period ended December 31, 2020 and 2019, there were no transfers between levels of
the fair value hierarchy.
Risk Management
The Corporation is exposed to risks of varying degrees of significance from its use of
financial instruments which could affect its ability to achieve its strategic objectives for
growth and stakeholder returns. The principal risks to which the Corporation is exposed, and the
actions taken to manage them, are described below.
Credit Risk
Credit risk arises from the potential that a counter party will fail to perform its obligations. The
Corporation is exposed to credit risk to the extent that its mortgage customers may experience
financial difficulty and would be unable to meet their obligations. The Corporation has a significant
number of customers, which minimizes concentration of credit risk.
Liquidity Risk
Liquidity risk is the risk that the Corporation may not have cash to meet financial liabilities as they
come due. The Corporation is exposed to liquidity risk to the extent of share redemption requests on
the Class B preferred shares. However the Corporation mitigates this risk by reserving the right to
have the sole discretion to redeem the Class B shares. The Corporation closely monitors its liquidity
position to ensure that it has sufficient cash to meet liability obligations as they become due.
The contractual obligations related to financial liabilities are as follows:
Redeemable
Trade and
preferred
Advances from Advances from
other payables shares payable related party
shareholders
2020
2019

$

183,460 $
221,056

134,875 $
134,875

Crossroads - DMD Mortgage Investment Corporation

6,750 $
11,378

15,520 $
15,520

Total
340,605
382,829
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19. COMPARATIVE FIGURES
Some of the comparative figures have been reclassified to conform to the current year's
presentation.
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2020 YEAR-END REPORT TO SHAREHOLDERS FROM BOARD OF
DIRECTORS
2020 was a year of progress and a year of challenges for Crossroads.
During 2020, we held annual general meetings to present shareholders with the
financial statements for 2016, 2017, 2018 and 2019. Most recently, on March 22,
2021, we approved Crossroads’ 2020 financial statements. We expect these
audited financial statements to be distributed by Caplink on April 23rd in
preparation for the AGM, which is to be held on May 15, 2021.
During the AGMs held in 2020, our shareholders expressed concerns about the
lack of distributions and the future direction of Crossroads. Because Crossroads
held a significant amount of cash, your Board approved the distribution of $15
million to Class B shareholders in the form of a pro-rata repurchase of shares at a
price equal to Crossroads’ Net Asset Value. This was completed in two tranches,
one in each of July and September.
Beginning in March 2020, the COVID pandemic created an additional level of
uncertainty. The impact of the pandemic on employment levels, borrowers’ ability
to pay and real estate valuations were unknown. As a result, new lending was
suspended. By the end of the year, Management reported that the impact of
COVID had been minimal with respect to the performance of the mortgage
portfolio. They recommended the resumption of new lending activity. While the
uncertainties relating to the pandemic have not been eliminated, your Board
agreed to resume new lending on a limited basis beginning in the first quarter of
2021.

The future direction and strategic alternatives for Crossroads continue to be
pursued by your Board. It is expected that we will have more details to provide to
shareholders next quarter.
Board of Directors

UPDATE FROM CAPLINK
SUMMARY BALANCE SHEET
As at December 31, 2020, Crossroads has $2,882,719 in cash and $4,165,885 in
GICs and accrued interest. GICs were at rates of 1.96%-2.0%. All GICs matured
with interest by March 2, 2021, and were not renewed.
Crossroads’ cash increased during the 4th quarter by $1,045,054 as borrowers paid
out their mortgages.
During 2020, Crossroads funded $2,096,747 in new loans. During December
2020, Crossroads’ suspension on new lending was lifted. Crossroads' portfolio at
period end:

Of the four Commercial loans, three are first mortgages in good standing; one is a second
mortgage in foreclosure. This loan was funded in 2015 and last renewed in 2018 on a
proposed residential development in North Calgary. The borrower defaulted in early 2020
and was unable to refinance. The first mortgagee commenced legal in February

2020. Based on current valuations, there is no expectation of a recovery on this loan and
it has been fully provided for.
Of the twenty-seven first residential mortgages, none are in foreclosure, but one loan does
require a small loan loss provision.
Of the 231 residential second mortgages, thirty-one files ($1,522,475) require an
aggregate provision of $571,429. Of these thirty-one files, seven are in foreclosure
($402,750) and require an aggregate provision of $175,682. For the remaining twenty-four
mortgages ($1,119,726), an aggregate provision of $395,747 has been recorded as an
estimate of expected losses on these loans.
The geographical distribution of Crossroads’ mortgages held is:

Titled Properties ($387,714) represents Crossroads' interest in net sale proceeds of 2
properties for which it held shared title with one or two of the Other MICs [1], and an
interest in two properties acquired in the summer when the borrowers transferred title to
the lender to settle their loan. This was a syndicated loan, and Crossroads has a shared
interest in these two titles.
Crossroads’ NAV at $0.56 did not increase over December 2019. Although income
generated by the fund is only down slightly ($138,931) compared to 2019, increased
professional fees ($194,704), the increase in loan losses realized ($165,589), and the
increase on loss provision ($149,110) over last year, held the NAV constant for the
year.
During 2020, Crossroads purchased 26,785,766 Class B shares. Currently, there are
38,339,467 Class B shares outstanding.

SUMMARY INCOME STATEMENT
During 2020, Crossroads earned $2,527,287 in interest income. This is in line with the
prior year ($2,666,218). Mortgage interest is down slightly year over year. New lending
during the first half of the year generated interest at a slightly lower rate, which did not
offset the interest revenue on loans that matured and paid out during the year.
Total interest earned on GICs in 2020 was $227,346.
At the end of 2020, the effective rate on the mortgage portfolio is approximately 13.15%
(2019 – 14.05%). This is a weighted average of total annual interest on performing loans
over the total portfolio value.
Operating costs to the end of 2020 ($110,302) are higher than in 2019 by $43,942. This is
in large part due to the administration costs of preparing and hosting two AGMs (January
and June) this year, and the costs associated with the share purchase.
Professional Fees 2020 ($475,500) includes Accounting $123,339 (2019 - $21,055), and
Legal ($352,164). Audit fees for prior years had been underestimated, and those fees are
reflected in the current year's expense. Crossroads 2020 audit fee is approximately
$42,500. Legal fees year to date include $39,800 relating to the outstanding claims against
the Other MICs, $173,446 relating to the Derivative Lawsuit, and $178,718 relating to the
preparation of materials for the AGMs and other corporate matters.
Crossroads paid Directors $165,029 during 2020 for their work in the pre-meeting
organization and attending meetings, and their time considering other board-related
matters.

[1] “Other MICs” includes DMD II Mortgage Investment Corporation and Sun Country Mortgage
Investment Corporation

MANAGEMENT OUTLOOK
2020 was a tough real estate market to anticipate. However, the Alberta market did exhibit
resilience in the last quarter of 2020. Several real estate sources reported that Edmonton
residential sales surged in December, and Calgary home sales were strong as well in the
second half of last year. There is some concern that supply will not keep pace with
demand, and that may drive house prices up.
During the first months of 2021, the Calgary Real Estate Association continues to report
strong home sales in the detached home segment, even in the higher price ranges. Prices
and activity in the <$600,000 category, are experiencing price gains as supply is not
keeping up with demand. However, other types of properties are not yet showing the
same robustness.
A similar trend is playing out in the Edmonton market as well. After many years of
relatively flat home prices, homes in Edmonton are starting to show price increases.
All of this is in large part due to a new experience for many people working from home,
who now can work remotely. There is no longer concern about the commute. The other
influential player in this trend toward home ownership is the current low-interest rate
environment.
So, although COVID-19 has been a really hard struggle for everyone, it has, with respect
to mortgage lending, provided a silver lining that was certainly not expected when we
began this trek a year ago.
Therefore, Management continues to source mortgages, with loan to values of 75% or
less, in the detached single-family home segment of the market in larger urban centers for
Crossroads’ portfolio.

Contact our Investor Relations Department using the details
below:

Devin Greenlaw
Communications Coordinator

devin@caplink.ca
780-702-9224

Brian Menges
CEO, Principal

brian@caplink.ca
780-702-9229

This information and any attachments are solely for the intended recipient and may contain confidential or privileged
information. If you are not the intended recipient, any disclosure, copying, use, or distribution of the information included in
this message and any attachment is prohibited. If you have received this communication in error, please notify us by reply
email and immediately and permanently delete this message and any attachments. Thank you.
This information and any attachments do not constitute an offer to sell or a solicitation of an offer to purchase any securities
of Caplink Financial Corporation or any other entity described herein. All securities offerings carried out by Caplink and/or
other entities described herein will be made to qualified purchasers in specified jurisdictions by delivery to them of formal
offering documentation prepared specifically for the purpose of making such an offer and in compliance with applicable
securities laws of the specific jurisdiction in which the offering is being made.
This information and any attachments are provided for information purposes only and does not constitute any representation,
warranty of covenant of Caplink or other entities described herein.
Some of the statements herein or in any attachments, including those relating to projected future financial performance or
events, are considered forward-looking statements within the meaning of securities laws. Forward-looking statements give
our expectations or forecasts of future events. sometimes these statements will use words such as ‘anticipate’, ‘estimate’,
‘expecting’, ‘project’, ‘intend’, ‘plan’, ‘believe’, ‘outlook’, ‘forecast’ and other similar words. These statements are not
guarantees of future performance and are subject to risks, uncertainties and other important factors that could cause actual
performance to be materially different from those projected.

SCHEDULE "B" TO APPENDIX D– DECEMBER 2019 AND 2018 AUDITED ANNUAL FINANCIAL
STATEMENTS

[See the attached]
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INDEPENDENT AUDITOR'S REPORT

May 6, 2020
Edmonton, Alberta

To the Shareholders of Crossroads - DMD Mortgage Investment Corporation
Opinion
We have audited the consolidated financial statements of Crossroads - DMD Mortgage
Investment Corporation (the Corporation), which comprise the consolidated statement of financial
position as at December 31, 2019 and December 31, 2018, and the consolidated statements of
income and comprehensive income, changes in equity and cash flow for the year then ended, and
notes to the consolidated financial statements, including a summary of significant accounting
policies.
In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Corporation as at December 31, 2019 and
December 31, 2018, and the consolidated results of its operations and consolidated cash flow for
the year then ended in accordance with International Financial Reporting Standards (IFRS).
Basis for Opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the
Corporation in accordance with ethical requirements that are relevant to our audit of the
consolidated financial statements in Canada, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.
Material Uncertainty Related to Going Concern
Without qualifying our opinion, we draw attention to Note 2 in the financial statements which
discloses that the Corporation has an accumulated deficit of $30,187,028 (2018 - $31,277,418).
Additionally, the Corporation has redemption requests on 32,510,491 Class B redeemable
preferred shares (2018 – 31,450,064). These conditions, along with other matters as set forth in
Note 2, indicates the existence of a material uncertainty that may cast significant doubt about the
Corporation’s ability to continue as a going concern. Our opinion is not modified in respect of this
matter.
Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements
Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRS, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.
In preparing the consolidated financial statements, management is responsible for assessing the
Corporation's ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless management either intends
to liquidate the Corporation or to cease operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Corporation's financial

(continues)

Independent Auditor's Report to the Shareholders of Crossroads - DMD Mortgage
Investment Corporation (continued)
reporting process.
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally
accepted auditing standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.
As part of an audit in accordance with Canadian generally accepted auditing standards, we
exercise professional judgment and maintain professional skepticism throughout the audit. We
also:


Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis
for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.



Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Corporation’s internal control.



Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.



Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Corporation’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Corporation to cease to
continue as a going concern.



Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.



Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Kingston Ross Pasnak LLP
Chartered Professional Accountants

CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Consolidated Statement of Financial Position
(Expressed in Canadian Dollars)
As at December 31, 2019 and 2018
2019
ASSETS
Cash
Term deposits (Note 4)
Mortgage and other receivables (Note 5)
Foreclosed assets held for sale (Note 7)
Prepaid expenses

LIABILITIES AND SHAREHOLDERS' EQUITY
Trade and other payables (Notes 8, 10)
Advances from shareholders (Note 9)
Due to related party (Note 10)
Redeemable preferred shares payable (Note 12)

$

5,346,002
13,703,846
17,028,212
524,679
9,305

$

6,475,473
7,082,247
20,610,149
1,351,478
6,541

$ 36,612,044

$ 35,525,888

$

$

221,056
15,520
11,378
134,875
382,829

SHAREHOLDERS' EQUITY
Share capital (Note 11)
Contributed surplus (Note 12)
Redeemable preferred shares (Notes 11, 12)
Deficit

2018

217,358
15,520
21,275
132,910
387,063

1,000
19,785,906
46,629,337
(30,187,028)

1,000
19,785,906
46,629,337
(31,277,418)

36,229,215

35,138,825

$ 36,612,044

$ 35,525,888

CONTINGENCIES (Note 14)

ON BEHALF OF THE BOARD

_____________________________ Director
_____________________________ Director

See notes to financial statements
Crossroads - DMD Mortgage Investment Corporation
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Consolidated Statement of Income and Comprehensive Income
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and 2018
2019
REVENUE

$

DIRECT EXPENSES
Change in provision on mortgage receivables (Note 5)
Losses on mortgage receivables (Note 5)
Loss on disposal of foreclosed assets held for sale (Note 7)
Unrealized loss on foreclosed assets held for sale (Note 7)
Interest and bank charges (recovery)
(Gain) loss on loan receivables

EXPENSES
Management fees (Note 10)
Legal fees (Notes 10, 14)
Director fees (Note 10)
General and administrative
Other professional fees

See notes to financial statements
Crossroads - DMD Mortgage Investment Corporation

$

519,306
62,086
26,930
24,560
(25)
(935)

INCOME FROM OPERATIONS

NET AND COMPREHENSIVE INCOME
EARNINGS PER SHARE (Note 13)

2,666,218

2018

$
$

3,122,999
855,457
53,228
185,664
132,110
4,572
25,121

631,922

1,256,152

2,034,296

1,866,847

438,096
259,742
148,668
76,345
21,055

438,096
546,852
74,241
24,715

943,906

1,083,904

1,090,390
0.02

$
$

782,943
0.01
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Consolidated Statement of Changes in Equity
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and 2018

Share capital

Preferred
shares

Contributed
surplus

Deficit

Total

As at January 1, 2018
Net and comprehensive income
Class B preferred shares adjustment (Note 12)

$

1,000
-

$ 47,369,039
(739,702)

$ 19,748,750
37,156

$ (32,060,361)
782,943
-

$ 35,058,428
782,943
(702,546)

As at December 31, 2018

$

1,000

$ 46,629,337

$ 19,785,906

$ (31,277,418)

$ 35,138,825

As at January 1, 2019
Net and comprehensive income

$

1,000
-

$ 46,629,337
-

$ 19,785,906
-

$ (31,277,418)
1,090,390

$ 35,138,825
1,090,390

As at December 31, 2019

$

1,000

$ 46,629,337

$ 19,785,906

$ (30,187,028)

$ 36,229,215

See notes to financial statements
Crossroads - DMD Mortgage Investment Corporation
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Consolidated Statement of Cash Flow
(Expressed in Canadian Dollars)
Year Ended December 31, 2019 and 2018
2019
OPERATING ACTIVITIES
Net and comprehensive income
Items not affecting cash:
Loss on mortgage receivables (Note 5)
Change in provision on mortgage receivables (Note 5)
Loss on disposal of foreclosed assets (Note 7)
Unrealized loss on foreclosed assets held (Note 7)
(Gain) loss on other receivables

$

Cash flow from operating activities
INVESTING ACTIVITIES
Purchase of term deposits
Cancelled preferred shares
Cash flow used by investing activities
FINANCING ACTIVITY
Repayment of promissory note payable

CASH - BEGINNING OF YEAR

782,943
53,228
855,457
185,664
132,110
25,121

1,722,337

2,034,523

(4,528,494)
10,322,006
36,112
(2,854,877)
(29,827)

(3,078)
943,060
(3,775,275)
8,801,668
377,541
(3,320,022)
3,233
(217,606)

831,865
3,702
(2,764)
1,965
(9,897)

2,274,529
84,685
(4,534)
242
(42,689)

3,769,791

5,121,754

5,492,128

7,156,277

(6,621,599)
-

(3,062,867)
(1,659,109)

(6,621,599)

(4,721,976)

-

(DECREASE) INCREASE IN CASH FLOW

See notes to financial statements
Crossroads - DMD Mortgage Investment Corporation

$

62,086
519,306
26,930
24,560
(935)

Changes in non-cash working capital:
Loan receivable
Loan payments received
Mortgages advanced (Note 5)
Mortgages repaid (Note 5)
Accrued interest and loan fees (Note 5)
Amortized interest and fees (Note 5)
Other receivables (Note 5)
Additions to foreclosed assets held for sale (Note 7)
Proceeds on disposal of foreclosed assets held for
sale (Note 7)
Trade and other payables
Prepaid expenses
Redeemable preferred shares payable
Due to related party

CASH - END OF YEAR
CASH FLOW SUPPLEMENTARY INFORMATION
Interest received
Interest and bank charges paid

1,090,390

2018

(347,990)

(1,129,471)

2,086,311

6,475,473

4,389,162

$

5,346,002

$

6,475,473

$
$

3,899,123
9,934

$
$

3,718,204
98,387
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
1.

NATURE OF OPERATIONS
Crossroads - DMD Mortgage Investment Corporation (the "Corporation") is in the business of
investing in mortgages secured by residential and commercial real estate; primarily in the Province
of Alberta. The Corporation was incorporated under the Business Corporations Act (“Alberta”) on
May 9, 2001 for the purposes of carrying on business as a Mortgage Investment Corporation (“MIC”)
as defined in Section 130.1 of the Income Tax Act of Canada (“ITA”). The registered office of the
Corporation is 200, 136 17 Avenue NE, Calgary, Alberta, T2E 1L6.

2.

BASIS OF PRESENTATION AND STATEMENT OF COMPLIANCE
Statement of compliance
The consolidated financial statements of the Corporation have been prepared in accordance with
International Financial Reporting Standards (“IFRS”), as issued by the International Accounting
Standards Board (“IASB”).
The financial statements are presented in Canadian dollars, which is the Corporation's functional
currency.
These financial statements were approved by the Corporation's board of directors on May 06, 2020.
Basis of measurement
The consolidated financial statements have been prepared on a historical cost basis, except for
financial instruments classified as fair value through profit or loss, which are measured at fair value
and foreclosed assets held for sale which are measured at the lower of its carrying amount and fair
value less costs to sell.
Going Concern
These consolidated financial statements have been prepared on the basis of accounting principles
applicable to a going concern which assumes the Corporation will realize the carrying value of its
assets and satisfy its obligations as they become due in the normal course of operations.
The Corporation has an accumulated deficit of $30,187,028 as at December 31, 2019 (December
31, 2018 - $31,277,418).
Additionally the Corporation has received redemption requests for 32,510,491 (December 31, 2018 31,450,064) of class B redeemable preferred shares.
The application of the going concern concept is dependent on the Corporation's ability to restore
and maintain profitable operations. The Corporation has maintained profitable operations for three
years, however the resolution of redemption queue may create uncertainty with respect to the
Corporation’s ability to continue as a going concern. A failure to continue as a going concern would
require that stated amounts of assets and liabilities be reflected on a liquidation basis which could
differ significantly from the going concern basis. These financial statements do not reflect the
adjustments or reclassification of assets and liabilities if the Corporation were unable to continue its
operations.

Crossroads - DMD Mortgage Investment Corporation
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
3.

SIGNIFICANT ACCOUNTING POLICIES
The consolidated financial statements have been prepared in accordance with IFRS using the
following significant accounting policies.
Significant accounting policies observed in the preparation of the consolidated financial statements
are summarized below:
Basis of consolidation
The consolidated financial statements include the accounts of the Corporation and its subsidiary. As
a result, figures as at December 31, 2019 and December 31, 2018 or for the years then ended
include the financial position of the subsidiary and the results of their operations for the years then
ended. The results of operations of the subsidiary are included in the consolidated financial
statements from the respective dates of acquisition or incorporation.
All significant intercompany transactions and balances have been eliminated upon consolidation.
Subsidiary
Sileo Limited Partnership

Ownership %
99.99

Year end
December 31

Significant accounting judgments, estimates and assumptions
The preparation of the Corporation’s consolidated financial statements requires management to
make judgments, estimates and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of the
reporting period. However, uncertainty about these assumptions and estimates could result in
outcomes that require a material adjustment to the carrying amount of the asset or liability affected
in future periods.
(continues)

Crossroads - DMD Mortgage Investment Corporation
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Judgments
In the process of applying the Corporation's accounting policies, management has made the
following critical accounting judgments which are accounting policies that have been identified as
being complex or involving subjective judgment or assessment. Critical accounting judgments
include:
Classification of mortgages
Mortgage investments are classified based on both the business model for managing the assets and
their contractual cash flow characteristics. Judgment is used in determining the business model for
managing the assets and whether cash flows received are comprised solely of principal and interest
payments.
Measurement of expected credit losses
The expected credit loss model requires the recognition of losses based on 12 months of expected
losses for performing loans and recognition of lifetime losses on performing loans that have
experienced a significant increase in credit risk.
The determination of significant increases in credit risk on performing loans takes into account
several different factors that vary by nature of the investment. Credit risk on a financial asset is
assumed to have increased significantly if it is more than 60 days past due, borrower specific
criteria such as the payment of property taxes and property insurance are not met, and the value of
the security of the underlying mortgage is less than the mortgage receivable amount plus contingent
costs of selling the underlying secured property.
The assessment for significant increases in credit risk requires experienced credit judgment. In
determining whether there has been a significant increase in credit risk and in calculating the
amount of expected credit losses the entity relies on estimates and judgment is exercised on
matters for which the ultimate outcome is unknown. These judgments include appraisals of the
underlying mortgage security, history of borrower performance, and changes in market forecasts.
The calculation of expected credit losses includes the explicit incorporation of forecasts of future
economic conditions. In determining expected credit losses, economic forecasts are used that take
into account key macroeconomic variables relevant to each investment type. These variables
include unemployment rates, housing price index, and interest rates. Forecasts are developed
internally and judgment is used to incorporate multiple economic variables through discount rates
used to determine credit risk on the estimated value of the underlying mortgage security. Forecast
discount rates are based on the average percentage decline of the security from the date of the
original appraisal to the current date based on real estate board figures for properties similar in
nature; and a discretionary percentage to discount for appraiser optimism, externally produced
forecasts and a lack of selling price information for properties of a particular class. Allowances are
sensitive to changes in both economic forecasts and discount rates assigned to each forecast
scenario.
(continues)

Crossroads - DMD Mortgage Investment Corporation
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Estimates and assumptions
The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year, are described below. The Corporation based
its assumptions and estimates on parameters available when the consolidated financial statements
were prepared. Existing circumstances and assumptions about future developments, however, may
change due to market changes or circumstances arising beyond the control of the Corporation. Such
changes are reflected in the assumptions when they occur.
Investment impairment
The most significant estimates that the Corporation is required to make relates to the impairment of
the mortgage portfolio (Note 6) and foreclosed assets held for sale (Note 8). These estimates
include assumptions regarding the local real estate market conditions, interest rates and the
availability of credit, cost and terms of financing, the impact of present or future legislation or
regulation, prior encumbrances, adverse changes in the payment status of borrowers and other
factors affecting the investments and underlying security of the investments. These assumptions are
limited by the availability of reliable comparable data, economic uncertainty, ongoing geopolitical
concerns and the uncertainty of predictions concerning future events. Accordingly, by their nature,
estimates of impairment are subjective and do not necessarily result in precise determinations of the
actual outcome. Should the underlying assumptions change, the estimated fair value could vary by
a material amount.
Fair value of financial instruments
Where the fair value of financial assets and financial liabilities recorded in the statement of financial
position cannot be derived from active markets, their fair value is determined using valuation
techniques including the discounted cash flow model. The inputs to these models are taken from
observable markets where possible.
Where this is not feasible, a degree of judgment is required in establishing fair values. The
judgments include considerations of inputs such as liquidity risk, credit risk and volatility. Changes in
assumptions about these factors could affect the reported fair value of financial instruments (Note
18).
Unrealized loss on foreclosed assets held for sale
The Corporation considers the estimate of the fair value less costs to sell of foreclosed assets held
for sale to be a significant estimate. Unrealized losses on these assets represent the change in the
fair value of these assets from the time that the Corporation foreclosed until the measurement date.
Fair value is estimated based on recent selling prices of comparable properties for residential
assets, and appraisals prepared by third parties for commercial assets.
Revenue recognition
The Corporation's revenue is comprised of interest collected from borrowers and interest accrued
since the borrower's last payment. Interest is recognized based upon the amounts to which the
Corporation is contractually entitled. When interest payments are received in advance of their due
date, the amount is held in trust for the borrower and paid to the Corporation upon the due date.
(continues)
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments
Financial assets
Initial recognition and measurement
Financial assets within the scope of IFRS 9 are classified as measured at amortized cost, at fair
value through other comprehensive income (FVOCI) or fair value through profit or loss (FVTPL).
The determinant of the classification of the financial asset is based on the entity's business model
for managing the financial asset and the contractual cash flow characteristics of the financial asset.
The Corporation determines the classification of its financial assets at initial recognition.
All financial assets are recognized initially at fair value plus or minus, in the case of assets not at
fair value through profit or loss, directly attributable transaction costs.
The Corporation’s financial assets include cash and cash equivalents, and mortgage and other
receivables.
Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:
Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss include all financial assets unless measured at
amortized cost or at fair value through other comprehensive income. The Corporation can make an
irrevocable election at initial recognition for particular investments in equity instruments that would
otherwise be measured at fair value through profit or loss to present subsequent changes in fair
value in other comprehensive income.
The Corporation may irrevocably designate a financial asset as measured at fair value through
profit or loss if doing so eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise from measuring assets or liabilities or recognizing the gain
and losses on them on a different basis.
The Corporation has designated cash and cash equivalents as at fair value through profit or loss.
Amortized Cost
Financial assets measured at amortized cost is permitted by IFRS 9 if the two following conditions
are met:




The financial asset is held within a business model whose objective is to hold financial assets
in order to collect contractual cash flows and
The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

The Corporation has designated the mortgage and other receivables at amortized cost.
Derecognition
A financial asset (or, where applicable a part of a financial asset or part of a group of similar
financial assets) is derecognized when one of the following conditions is met:
(continues)
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)



The rights to receive cash flows from the asset have expired, or
The Corporation has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the received cash flows in full without material delay to a third
party under a ‘pass-through’ arrangement; and either (a) the Corporation has transferred
substantially all the risks and rewards of the asset, or (b) the Corporation has neither
transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Corporation has transferred its rights to receive cash flows from an asset or has entered
into a pass-through arrangement, and has neither transferred nor retained substantially all of the
risks and rewards of the asset nor transferred control of it, the asset is recognized to the extent of
the Corporation’s continuing involvement in it.
In that case, the Corporation also recognizes an associated liability. The transferred asset and the
associated liability are measured on a basis that reflects the rights and obligations that the
Corporation has retained.
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration
that the Corporation could be required to repay.
(continues)
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Impairment of financial assets
With the introduction of IFRS 9, the Corporation has to recognize a loss allowance for expected
credit losses on all financial assets and certain off-balance sheet loan commitments and
guarantees. The expected credit loss model requires a loss allowance to be claimed on the financial
asset regardless of whether an actual loss event has occurred.
The expected credit loss model presents three stages of credit loss allowances that must be
assessed on all financial assets held by the Corporation. At the reporting date, if the credit risk of a
financial asset has not significantly changed from initial recognition an allowance for that financial
instrument at an amount equal to a 12-month expected credit losses is recognized (Stage 1). Once
the financial assets credit risk significantly increases from initial recognition, a lifetime expected
credit loss will be recognized (Stage 2). At stage 2 the interest revenue from the asset will continue
to be calculated on the carrying value of the asset before impairments. If the credit quality of the
financial asset deteriorates, the lifetime expected loss will continue to be recognized however the
interest revenue will now be calculated on the net amortized carrying value after deducting the loss
allowance (Stage 3).
The assessment of significant increases in credit loss is completed at the reporting date and
considers historical events, current market conditions and supportable information about future
economic conditions that is available without undue cost or effort, that is indicative of significant
increases in credit risk since initial recognition. Evidence of impairment may include indications that
the debtors or a group of debtors is experiencing significant financial difficulty, default or
delinquency in interest or principal payments, the probability that they will enter bankruptcy or other
financial reorganization and where observable data indicate that there is a measurable decrease in
the estimated future cash flows, such as changes in arrears or economic conditions that correlate
with defaults.
To assess significant increases in expected credit loss, the Corporation utilizes a discounting
methodology to estimate whether the value of the property underlying a mortgage receivable is
worth less than the carrying value of that mortgage receivable; and the borrower is not more than 60
days in arrears with its required mortgage payments. However, should the borrower default on two
consecutive payments (60 days), foreclosure proceedings will commence and the lifetime expected
credit loss allowance is recorded.
The carrying amount of the asset is reduced through the use of a loss provision account and the
amount of the loss is recognized in the income statement. Interest income continues to be accrued
on the reduced carrying amount and is accrued using the rate of interest used to discount the future
cash flows for the purpose of measuring the impairment loss. The interest income is recorded as
part of income in the income statement. Loans together with the associated allowance are written
off when there is no realistic prospect of future recovery and all collateral has been realized or has
been transferred to the Corporation. If, in a subsequent year, the amount of the estimated
impairment loss increases or decreases because of an event occurring after the impairment was
recognized, the previously recognized impairment loss is increased or reduced by adjusting the
allowance account. If a future write-off is later recovered, the recovery is credited to finance costs
in the income statement.
(continues)
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial liabilities
Initial recognition and measurement
Financial liabilities within the scope of IFRS 9 are measured as financial liabilities at fair value
through profit or loss, or as derivatives designated as hedging instruments in an effective hedge, as
appropriate. The Corporation determines the classification of its financial liabilities at initial
recognition.
All financial liabilities are recognized initially at fair value plus or minus, in the case of financial
liabilities not at fair value through profit or loss, directly attributable transaction costs.
The company’s financial liabilities include trade and other payables, dividends payable, due to
related party, redeemable preferred share payable, and advances from shareholders.
Subsequent measurement
The subsequent measurement of financial liabilities depends on their classification as follows:
Financial liabilities at amortized cost
After initial recognition, interest bearing loans and borrowings are subsequently measured at
amortized cost using the effective interest rate method. Gains and losses are recognized in the
income statement when the liabilities are derecognized as well as through the effective interest rate
method amortization process.
Amortized cost is calculated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the effective interest rate ("EIR"). The EIR amortization is
included in finance costs in the provision for credit losses in the statement of income and
comprehensive income.
The Corporation has designated its trade and other payables, dividends payable, due to related
party, redeemable preferred share payable, and advances from shareholders as financial liabilities
at amortized cost.
Derecognition
A financial liability is derecognized when the obligation under the liability is discharged, cancelled or
expires. When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the original liability and the recognition of
a new liability, and the difference in the respective carrying amounts is recognized in profit or loss.
(continues)
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Fair value of financial instruments
The fair value of financial instruments that are traded in active markets at each reporting date is
determined by reference to quoted market prices or dealer price quotations (bid price for long
positions and ask price for short positions), without any deduction for transaction costs. For financial
instruments not traded in an active market, the fair value is determined using appropriate valuation
techniques. Such techniques may include using recent arm’s length market transactions, reference
to the current fair value of another instrument that is substantially the same, or a discounted cash
flow analysis or other valuation models.
An analysis of fair values of financial instruments and further details as to how they are measured
are provided in Note 18.
Cash
Cash represents funds held on deposit in Canadian banks less cheques issued and outstanding.
Term Deposits
Term deposits represent investments with fixed interest rates and maturity dates which are
redeemable prior to maturity at the holder's discretion. Term deposits are recorded at their current
redeemable value with any accumulated interest being recognized as revenue in the statement of
net and comprehensive income.
Foreclosed assets held for sale
Foreclosed assets held for sale are recorded at the lower of the carrying amount and fair value less
anticipated selling costs. Fair value is determined by reference to market prices for similar assets.
Any difference between the carrying amount of the loan prior to foreclosure and the amount at which
the foreclosed assets are initially measured is recognized as a charge in the statement of income
and comprehensive income.
Foreclosed assets that the Corporation has title to at year-end and that are being actively marketed
as at the balance sheet date are shown on the face of the balance sheet as foreclosed assets held
for sale. When foreclosed assets are disposed of the difference between the proceeds received and
carrying value at time of sale is recorded as a loss/gain on foreclosed assets held for sale in the
statement of income and comprehensive income.
Redeemable preferred shares
Class B redeemable preferred shares include a right for any holder to request that the Corporation
redeem or purchase all or any number of the B shares which have been registered in the name of
such holder for not less than one year. The redeemable preferred shares are recorded as equity and
are presented at their stated capital amount of $0.716 per share.
Income taxes and dividends
Current income taxes
(continues)
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Current income tax assets and liabilities for the current period are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to
compute the amount are those that are enacted or substantively enacted, at the reporting date in the
countries where the Corporation operates and generates taxable income.
Current income tax relating to items recognized directly in equity is recognized in equity and not in
the income statement. Management periodically evaluates positions taken in the tax returns with
respect to situations in which applicable tax regulations are subject to interpretation and establishes
provisions where appropriate.
The Corporation is a MIC pursuant to the Income Tax Act of Canada. Taxable income is reduced by
dividends paid during the year or within 90 days of the year end. As a result, the Corporation can
distribute its net earnings to shareholders without payment of corporate income tax. The dividends
paid and accrued are presented as a distribution of retained earnings in the consolidated
statements, however are considered a deduction from income for tax purposes.
Deferred income taxes
Deferred tax is provided using the liability method on temporary differences at the reporting date
between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes.
Deferred tax liabilities are recognized for all taxable temporary differences, except:




Where the deferred tax liability arises from the initial recognition of goodwill or of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss.
In respect of taxable temporary differences associated with investments in subsidiaries where
the timing of the reversal of the temporary differences can be controlled and it is probable
that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, carry forward of unused
tax credits and unused tax losses, to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences, and the carry forward of unused tax credits and
unused tax losses can be utilized, except:




Where the deferred tax asset relating to the deductible temporary difference arises from the
initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
loss.
In respect of deductible temporary differences associated with investments in subsidiaries
deferred tax assets are recognized only to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of
the deferred tax asset to be utilized. Unrecognized deferred tax assets are reassessed at each
reporting date and are recognized to the extent that it has become probable that future taxable
profits will allow the deferred tax asset to be recovered.
(continues)
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
year when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted at the reporting date.
Deferred tax items are recognized in correlation to the underlying transaction either in other
comprehensive income or directly in equity.
Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set
off current tax assets against current income tax liabilities and the deferred taxes relate to the same
taxable entity and the same taxation authority.
Tax benefits acquired as part of a business combination, but not satisfying the criteria for separate
recognition at that date, would be recognized subsequently if new information about facts and
circumstances changed. The adjustment would either be treated as a reduction to goodwill (as long
as it does not exceed goodwill) if it is incurred during the measurement period or in profit or loss.
Comprehensive income
Comprehensive income includes all changes in equity of the Corporation except those resulting
from investments by owners and distributions to owners. Comprehensive income is the total of
income and other comprehensive income. Other comprehensive income comprises revenues,
expenses, gains and losses that, in accordance with IFRS, require recognition, but are excluded
from net income. The Corporation does not have any items giving rise to other comprehensive
income, nor is there any accumulated balance of other comprehensive income. All gains and losses,
including those arising from measurement of all financial instruments, have been recognized in the
statement of net and comprehensive loss and deficit for the period.
Statement of Cash Flow
The Corporation is using the indirect method in its presentation of the Statement of Cash Flow.

4.

TERM DEPOSITS
The term deposits are subject to fixed rates of return ranging from 1.95% to 2.50% (December 31,
2018 - 0.75% - 2.55%) and will mature within one year from date of purchase. These investments
can be redeemed with minimal penalty.
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
5.

MORTGAGE AND OTHER RECEIVABLES
A) PORTFOLIO ANALYSIS
# of
mortgages
December 31, 2019
1st Mortgages
2nd Mortgages
3rd Mortgages

December 31, 2018
1st Mortgages
2nd Mortgages
3rd Mortgages

December 31, 2019
Residential loans
Commercial loans

December 31, 2018
Residential loans
Commercial loans
Multi-family

Weighted
Average
Interest Rate

Gross
Amount ($)

Provision ($)

Net Amount

38
285
4
327

9.74%
15.33%
11.10%

4,015,379
13,995,334
156,516
18,167,229

(12,573)
(1,068,917)
(57,527)
(1,139,017)

4,002,806
12,926,417
98,989
17,028,212

22
342
5
369

9.67%
14.57%
14.99%

2,056,110
20,431,390
185,990
22,673,490

(1,967,562)
(95,779)
(2,063,341)

2,056,110
18,463,828
90,211
20,610,149

319
8
327

13.64%
12.09%

17,531,290
635,939
18,167,229

(1,081,787)
(57,230)
(1,139,017)

16,449,503
578,709
17,028,212

360
8
1
369

14.82%
14.53%
12.01%

16,985,691
1,387,949
4,299,850
22,673,490

(1,187,959)
(65,801)
(809,581)
(2,063,341)

15,797,732
1,322,148
3,490,269
20,610,149
(continues)
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
5.

MORTGAGE AND OTHER RECEIVABLES (continued)
B) MATURITY ANALYSIS

# of
Mortgages
December 31, 2019
Under 6 months
6 months - 1 year
1-2 years
Over 2 years
December 31, 2018
Under 6 months
6 months - 1 year
1-2 years
Over 2 years

Weighted
Average
Interest Rate

Gross
Amount ($)

Provision ($)

Net Amount

70
126
117
14
327

12.56%
14.44%
14.71%
15.01%

4,693,895
7,137,949
5,793,043
542,342
18,167,229

(541,057)
(452,200)
(140,527)
(5,233)
(1,139,017)

4,152,838
6,685,749
5,652,516
537,109
17,028,212

118
47
175
29
369

13.81%
15.80%
16.19%
16.44%

10,945,182
2,193,586
8,485,660
1,049,062
22,673,490

(1,541,179)
(132,779)
(339,299)
(50,084)
(2,063,341)

9,404,003
2,060,807
8,146,361
998,978
20,610,149

Gross
Amount ($)

Provision ($)

Net Amount

C) GEOGRAPHIC DISTRIBUTION
# of
Mortgages
December 31, 2019
Calgary & area, AB
Edmonton, AB
Manitoba
Alberta - other
British Columbia
December 31, 2018
Calgary & area, AB
Edmonton, AB
Manitoba
Alberta - other
British Columbia

Weighted
Average
Interest Rate

129
101
14
74
9
327

15.08%
13.89%
16.37%
12.66%
12.73%

6,827,140
5,466,222
585,567
4,565,813
722,487
18,167,229

(453,038)
(469,480)
(11,943)
(204,556)
(1,139,017)

6,374,102
4,996,742
573,624
4,361,257
722,487
17,028,212

156
114
21
72
6
369

15.30%
15.12%
15.03%
13.49%
11.36%

8,392,216
5,104,883
860,949
3,632,633
4,682,809
22,673,490

(549,482)
(348,606)
(70,567)
(285,105)
(809,581)
(2,063,341)

7,842,734
4,756,277
790,382
3,347,528
3,873,228
20,610,149
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
5.

MORTGAGES AND OTHER RECEIVABLES (continued)
D) RECONCILIATION OF MORTGAGES AND OTHER RECEIVABLE
Interest rates charged throughout the year ranged from 7.75% to 17.50% (December 31, 2018 9.00% to 18.07%). The average effective interest rate of the mortgages was 14.05% (December 31,
2018 - 14.14%). The Corporation negotiates security for the mortgages advanced which includes the
related residential or commercial property.
For the year ended December 31, 2019:

Opening balance
Loans advanced
Loans repaid
Accrued interest and loan fees
Change in provision for credit losses
Net losses on mortgage receivables
Transfer to titled properties

Gross
$ 22,673,490
4,528,494
(10,321,969)
2,822,757
(1,505,716)
(29,827)
18,167,229

Provision
Net
$ (2,063,341) $ 20,610,149
4,528,494
(10,321,969)
2,822,757
(519,306)
(519,306)
1,443,630
(62,086)
(29,827)
(1,139,017)
17,028,212

For the year ended December 31, 2018:
Opening balance
Loans advanced
Loans repaid
Accrued interest and loan fees
Change in provision for credit losses
Net losses on mortgage receivables
Change in other receivables

Crossroads - DMD Mortgage Investment Corporation

25,265,907
3,775,275
(8,801,668)
2,942,326
(505,272)
(3,078)
22,673,490

(1,659,928)
(855,457)
452,044
(2,063,341)

23,605,979
3,775,275
(8,801,668)
2,942,326
(855,457)
(53,228)
(3,078)
20,610,149
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
6.

PROVISION FOR CREDIT LOSSES
Stage 1
December 31, 2019
First mortgages
Gross mortgages, interest
receivable and unpaid
charges
Provision for credit losses

$

Second mortgages
Gross mortgages, interest
receivable and unpaid
charges
Provision for credit losses

2,814,162
2,814,162

$

$

991,824
(12,573)
979,251

Stage 3

$

209,393
209,393

Total

$

4,015,379
(12,573)
4,002,806

8,893,141
8,893,141

3,063,859
(666,460)
2,397,399

2,038,334
(402,457)
1,635,877

13,995,334
(1,068,917)
12,926,417

23,646
23,646

75,640
(297)
75,343

57,230
(57,230)
-

156,516
(57,527)
98,989

Third mortgages
Gross mortgages, interest
receivable and unpaid
charges
Provision for credit losses
December 31, 2018
First mortgages
Gross mortgages, interest
receivable and unpaid
charges
Second mortgages
Gross mortgages, interest
receivable and unpaid
charges
Provision for credit losses

Stage 2

1,367,148

$

688,962

$

-

$

2,056,110

9,694,965
9,694,965

5,293,882
(613,485)
4,680,397

5,442,543
(1,354,077)
4,088,466

20,431,390
(1,967,562)
18,463,828

24,186
24,186

112,551
(65,800)
46,751

49,253
(29,979)
19,274

185,990
(95,779)
90,211

Third mortgages
Gross mortgages, interest
receivable and unpaid
charges
Provision for credit losses

The three stages of expected credit losses on mortgages is assessed based on the following criteria:
Stage 1 Unimpaired Loans
Mortgage and other receivables on initial recognition and that have not shown a significant increase
in credit risk subsequent to initial recognition, require a 12 month expected credit loss to be
recognized. Based on management's assessment of the 12 month expected credit losses, the credit
risk on unimpaired loans is low as the average expected losses results in an immaterial impact on
the valuation of the outstanding loan balance.
(continues)
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
6.

PROVISION FOR CREDIT LOSSES (continued)
Stage 2 Impaired Loans
The determination of a significant increase in credit risk takes into account different factors. Loans
with increased credit risk are applied a discount to the property value. The Corporation assumes that
the credit risk on a loan with negative equity has increased significantly. An allowance is recorded
based on management's assessment of the life time expected losses to that individual loan until
twelve consecutive payments have been made on the loan at which time the allowance is reversed.
Stage 3 Foreclosed Loans
Management reviews the loans on an ongoing basis to assess whether a foreclosure process is
needed to be performed and whether an allowance or write-down should be recorded. The review of
individually significant impaired loans is conducted by the Mortgage Administration Department on
an on-going basis to appropriately estimate the life time expected credit losses on that individual
loan. If a loan is in arrears for two months and there is no payment plan arranged by the borrower,
the loan will be sent to foreclosure.
The value of the foreclosed property is discounted and the estimated carrying cost is reviewed. If
the foreclosed property has positive equity after taking into consideration the discount and carrying
cost, no allowances are recorded. Allowances for foreclosed loans which have negative equity are
recorded for individually identified foreclosed loans to reduce their carrying value to the expected
recoverable amount.
To determine the amount of expected credit loss from a foreclosed loan, management uses the
lowest value of the recent appraisal, Comparable Market Assessment Listing Price (CMA) or judicial
sale value, net of expected costs and any amounts legally required to be paid to the borrower.
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
7.

FORECLOSED ASSETS HELD FOR SALE
Foreclosed assets held for sale are properties to which the Corporation had title and were actively
marketed for sale at year end. The properties were located primarily in Alberta. An unrealized loss
on foreclosed assets held for sale of $24,560 (December 31, 2018 - $132,110) has been recorded.
The fair value measurements have been categorized as a level 3 fair value based on inputs to the
valuation technique used. The Corporation measures fair value through the use of a direct sales
comparison valuation technique whereby the fair value is based on comparison to recent sales of
properties of similar types, location and quality. There is a significant unobservable input relating to
characteristics specific to each property that could cause the fair value to differ from the property to
which it is being compared.
During the year ended December 31, 2019 the Corporation closed on the sale of 2 (December 31,
2018 - 11) of the foreclosed residential properties for a net loss of $26,930 (December 31, 2018 $185,644). As at December 31, 2019, the corporation is in possession of 1 property acquired during
2019 through settlement of claims, with a carrying value of $241,767 and cash in trust of $282,912
related to unsettled claims where the corporation also had an equity interest in the property
(December 31, 2018 - 2 properties - $1,069,379).
For the year ended December 31, 2019:
Opening balance
$
Transfer from mortgage receivables
Proceeds from sold foreclosed assets held for sale
Net loss on disposal of foreclosed assets held
for sale
Additions to foreclosed assets held for sale
Unrealized loss on foreclosed assets held for sale
Closing balance

Gross
1,323,528
29,827
(831,865)

Impairment
$
27,950
-

23,132
26,729
571,351

$

Net
1,351,478
29,827
(831,865)

(50,062)
(24,560)
(46,672)

(26,930)
26,729
(24,560)
524,679

170,281
(10,221)
(132,110)
27,950

1,459,468
217,606
(2,274,529)
(185,664)
2,266,707
(132,110)
1,351,478

For the year ended December 31, 2018
Opening balance
Additions of foreclosed assets held for sale
Proceeds from sold foreclosed assets held for sale
Loss on disposals of foreclosed assets held for sale
Transfers from loans receivable
Unrealized loss on foreclosed assets held for sale
Closing balance

1,289,187
217,606
(2,274,529)
(175,443)
2,266,707
1,323,528

Total cash proceeds on disposals of foreclosed assets held for sale was $831,568 (2018 $2,274,529).
8.

TRADE AND OTHER PAYABLES
2019
Trade payables
Accrued liabilities

2018

$

201,056
20,000

$

177,358
40,000

$

221,056

$

217,358

Trade and other payables are non-interest bearing and are normally settled on 30 day terms.
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Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
9.

ADVANCES FROM SHAREHOLDERS
Amounts due to common shareholders or companies controlled by those shareholders are
unsecured, due on demand and do not bear interest.

10. RELATED PARTY TRANSACTIONS
Caplink Financial Corporation (CFC) is related by virtue of providing the management functions of
the Corporation.
Included in management fees for the current year are $438,096 (2018 - $438,096) paid to CFC for
services rendered relating to a management agreement. Included in due to related party is $11,378
(December 31, 2018 - $21,275) related to outstanding management fees to be paid.
Included in legal fees for the current year are $10,175 (2018 - $60,774) paid to CFC for services
rendered relating to the derivative lawsuit (Note 14) that was based on an order approved by the
courts.
Included in director fees for the current year are $148,668 (2018 - $nil) paid to related individuals for
services rendered based on an order approved by the courts.
At December 31, 2019, trade and other payables includes payables of $32,240 and receivables of
$6,975 due to and from related parties (December 31, 2018 - receivable of $6,975).
All of the above transactions were conducted in the normal course of operations, in compliance with
the court order and are measured at the exchange amount, which is the amount of consideration
established and agreed to by the related parties.
11. SHARE CAPITAL
Authorized:
Unlimited Class A common voting shares
Unlimited Class B preferred shares
2019
Shares
Class A common voting shares
Class B non-voting preferred
shares (Note 14)

1,000
65,124,577
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2018
Amount

$

Shares

1,000

1,000

$ 46,629,337

65,124,577

Amount
$

1,000

$ 46,629,337
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12.

CLASS B PREFERRED SHARES
Class B preferred shares are redeemable at the sole discretion of the Corporation and holders are
entitled to receive non-cumulative preferential dividends in an amount up to an annual dividend
target rate of 7%, on a pro rata basis if and when declared by the Corporation. In 2016, the stated
capital of the shares was reduced to $0.716 per share.
The Corporation received Notices of Dissent from shareholders of 2,127,524 Class B preferred
shares. In accordance with The Alberta Business Corporation Act, Section 191(3), the Corporation
purchased 305,500 Class B preferred shares for $218,738 during 2016 and the remaining 1,822,024
(book value at $1,304,569) shares were purchased in February 2018 for $956,563. These purchases
have been fully reflected in these financial statements.
In 2018, a lawsuit settlement with previous shareholders resulted in the cancellation of 1,031,793
shares with a stated capital value of $738,764 The transaction has been fully reflected in these
financial statements.
No dividends were declared or paid during the year ended December 31, 2019 and 2018. As at
December 31, 2019, there were amounts payable to shareholders of $134,875 (2018 - $132,910).
At the year ended December 31, 2019, the Corporation has outstanding 65,124,577 Class B
preferred shares (2018 - 65,124,577). The Corporation has received redemption requests for
32,510,491 (December 31, 2018 - 31,450,064) of class B redeemable preferred shares.

13. BASIC AND DILUTED EARNINGS PER SHARE
The following tables reconciles the numerators and denominators of the basic and diluted profit per
share.
2019
Basic and diluted profit per share calculation
Numerator for basic and diluted profit per share:
Net income and profit for the period before dividends
Denominator for basic and diluted profit per share:
Weighted average shares

$

Basic and diluted profit per share

$

1,090,390

2018

$

65,124,577
0.02

782,943
65,124,577

$

0.01

The Class A common voting shares are not included as part of the earnings per share calculation as
the Class B preferred shareholders are required to receive an annual dividend of 7% before the
Class A shareholders are entitled to receive distributions.

Crossroads - DMD Mortgage Investment Corporation

page 25

CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
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14. CONTINGENCIES
Consulting fee agreements have been put into place for various Class A shareholders of the
Corporation. Under the consulting agreements, a consulting fee is permitted based on standard
rates established by each consultant. The consulting fees are limited to a maximum of 25% of the
net profit after payments to Class A and Class B shareholders of the Corporation each year. These
agreements are in effect until 2032. Management has not engaged these consultants to provide
services therefore does not believe these agreements will have any financial impact on the
Corporation.
On May 29, 2017 a class action lawsuit against the Corporation was commenced by the Class B
shareholders of the Corporation. The shareholders are seeking unspecified damages. Management
does not believe this lawsuit will have any financial impact on the Corporation
On August 31, 2017 the Corporation filed a statement of claim against the non-independent
directors of the Corporation and parties related to them for damages totaling $12.4 million. This was
amended in August 2018 to $66 million. The allegation is denied and is being defended by the
directors of the Corporation and parties related to them. Total legal fees incurred related to the
derivative lawsuit included in legal fees in 2019 was $153,781 (2018 - $106,333). To date the
Corporation has incurred legal fees of $341,728 related to the derivative lawsuit.
On April 8, 2016 certain investors of DMD Mortgage Investment Corporation ("DMD"), DMD
Mortgage Investment Corporation ("DMD II") and DMD III Mortgage Investment Corporation ("DMD
III" filed a statement of claim naming the Corporation as one of a large group of defendants in a suit
for damages of $1.4 million dollars suffered as a result of their investment in DMD, DMD II and
DMD III. Management does not believe this lawsuit will have any financial impact on the
Corporation.
The recent outbreak of the Coronavirus Disease 2019, or COVID-19, has spread across the globe
and is impacting worldwide economic activity. This global pandemic poses the risk that we or our
clients, employees, contractors, suppliers, and other partners may be unable to conduct regular
business activities for an indefinite period of time. While it is not possible at this time to estimate the
impact that COVID-19 could have on our business, the continued spread of COVID-19 and the
measures taken by the federal, provincial and municipal governments to contain its impact could
adversely impact our business, financial condition or results of operations. Specifically, it could have
a material impact on our clients’ ability to repay their mortgages, on the value of the underlying real
estate assets securing the mortgage portfolio, and on the value of the foreclosed assets. The extent
to which the COVID-19 outbreak impacts our results will depend on future developments that are
highly uncertain and cannot be predicted, including new information that may emerge concerning
the spread of the virus and government actions. Currently, management is working with borrowers
where possible to assist and avoid foreclosures where it is apparent that a borrowers' default is
temporary.
The non-independent Directors of the Board have submitted $202,187 of legal costs for which they
claim indemnification by the Corporation. The indemnification of these costs is currently being
considered by the Board and the amount to be reimbursed by the Corporation is not determinable at
this time.
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15. INCOME TAXES
The nature and tax effect of the temporary differences giving rise to the deferred tax assets is as
follows:
2019
Cumulative eligible capital
Non-capital loss carry forwards
Less: Valuation allowance
Deferred income tax asset

$

The reconciliation of the corporations effective tax expense is as
follows:
Income before income taxes
Statutory income tax rate
Tax expense
Non-deductible expenses
Cumulative capital allowance in excess of amortization
Change in reserve for provisions
Realized losses on loans receivable
Non-capital loss utilized
Income tax expense

46,590
11,625,784
(11,672,374)
-

1,090,390
40%
436,156
(346,436)
(2,452)
332,757
(420,024)
-

2018
$

49,042
10,355,228
(10,404,270)
-

782,943
40%
313,177
138,051
(2,581)
(56,778)
(98,279)
(293,590)
-

The Canadian combined statutory tax rate is 40% in 2019 and 2018.
16. NON-CAPITAL TAX LOSSES CARRIED FORWARD
The Corporation has incurred losses of $29,064,461 for tax purposes which are available to reduce
future taxable income. Such benefits will be recorded as an adjustment to the tax provision in the
year realized. The losses will expire as follows:
2032
2033
2034
2035
2036
Thereafter

$

286,847
2,938,142
933,134
1,971,340
9,148,858
13,786,140

$ 29,064,461

17. CAPITAL MANAGEMENT
The Corporation defines capital as being funds raised through redeemable investment shares sold.
The Corporation manages capital to support ongoing investment activities of the Corporation, and to
preserve shareholders’ equity. The Board of Directors reviews and approves material transactions
out of the ordinary course of business, if any. There have been no material changes during the year
in relation to the objectives and strategies with respect to capital risk management.
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18. FINANCIAL INSTRUMENTS
The Corporation's financial instruments consist of cash, term deposits, mortgage and other
receivables, loan receivables, trade and other payables, dividends payable, due to related party,
redeemable preferred share payable, and advances from shareholders.
Fair Value
The Corporation's carrying value of its financial instruments approximates its fair value due to the
immediate or short term maturity of these instruments.
All financial instruments carried at fair value are categorized in one of three categories:
Level 1 – Values based on unadjusted quoted prices in active markets that are accessible at
the measurement date for identical assets or liabilities.
Level 2 – Values based on quoted prices in markets that are not active or model inputs that
are observable either directly or indirectly for substantially the full term of the asset or liability.
Level 3 – Value based on prices or valuation techniques that require inputs that are
both unobservable and significant to the overall fair value measurement.
During the period ended December 31, 2019 and 2018, there were no transfers between levels of
the fair value hierarchy.
Risk Management
The Corporation is exposed to risks of varying degrees of significance from its use of
financial instruments which could affect its ability to achieve its strategic objectives for
growth and stakeholder returns. The principal risks to which the Corporation is exposed, and the
actions taken to manage them, are described below.
Credit Risk
Credit risk arises from the potential that a counter party will fail to perform its obligations. The
Corporation is exposed to credit risk to the extent that its mortgage customers may experience
financial difficulty and would be unable to meet their obligations. The Corporation has a significant
number of customers, which minimizes concentration of credit risk.
Liquidity Risk
Liquidity risk is the risk that the Corporation may not have cash to meet financial liabilities as they
come due. The Corporation is exposed to liquidity risk to the extent of share redemption requests on
the Class B preferred shares. However the Corporation mitigates this risk by reserving the right to
have the sole discretion to redeem the Class B shares. The Corporation closely monitors its liquidity
position to ensure that it has sufficient cash to meet liability obligations as they become due.
The contractual obligations related to financial liabilities are as follows:
Trade and
other
payables
2019
2018

$

221,056 $
217,358

Dividends
payable

Advances Redeemable Advances
from related
preferred
from
party
shares
shareholders

121,428 $
119,463

Crossroads - DMD Mortgage Investment Corporation

11,378 $
21,275

13,447 $
13,447

15,520 $
15,520

Total
382,829
387,063
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CROSSROADS - DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Financial Statements
(Expressed in Canadian Dollars)
Years Ended December 31, 2019 and December 31, 2018
19. SUBSEQUENT EVENTS
On April 9, 2020, Caplink Financial Corporation, was served a Statement of Claim by the funds
previous manager, CMS Financial Management Services Ltd., claiming damages for non-payment
of $585,847 up to April 30, 2019 plus punitive damages of $150,000 and costs incurred. The
Corporation, through its management agreement, has provided indemnification. Management does
not believe this will be successful however the outcome at this time is unknown.
20. COMPARATIVE FIGURES
Some of the comparative figures have been reclassified to conform to the current year's
presentation.

Crossroads - DMD Mortgage Investment Corporation
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UPDATE TO SHAREHOLDERS FROM YOUR BOARD OF DIRECTORS

We sincerely hope all our shareholders are healthy and safe. COVID-19 has had
an impact on all aspects of personal interactions and business operations.

In February 2020, your Board asked Management to work with corporate counsel
to obtain an amendment to the Eamon Order to allow presentation of the financial
statements for 2017, 2018 and 2019 at a single shareholder meeting. This was
requested in order to avoid holding two meetings of shareholders within a short
period of time and to avoid the associated higher costs. We expect that an AGM
will be held, in person or virtually, by the end of June at which time updates will be
provided regarding distributions and on-going operations.

UPDATE FROM MANAGEMENT

We are providing these unaudited financial statements prior to completion of the
audit in order to provide you with information on a timely basis.

SUMMARY BALANCE SHEET
As of December 31, 2019, Crossroads has $5,346,000 in cash and $13,697,632 in
GICs. GICs are generally one- year terms at rates of 1.95%-2.0%.
During Q4 2019, Crossroads funded 8 new mortgages totaling $1,233,000 (2019 50 mortgages totaling $4,329,787). Crossroads' portfolio at period end:

Of the 8 commercial loans, one provision is required this period. Of the 284 second
residential mortgages, 45 files ($2,062,990) require an aggregate provision of
$1,068,916. Of these 45 files, 16 are in foreclosure representing $844,845
mortgage receivable and credit loss provision of $402,457.
The geographical distribution of Crossroads’ mortgages held is:

Titled Properties ($524,680) represents Crossroads' interest in net sale proceeds
of 2 properties for which it held shared title with one or two of the Other MICs (Note
1), and one single family residence acquired through the settlement of the loans to
Other MICs.

SUMMARY INCOME STATEMENT

For 2019, Crossroads mortgage portfolio generated $2,426,600 in interest
income. This is less than 2018. The decline can be attributed to the smaller
portfolio size (compared to last year). GICs generated approximately $239,600 in
2019, which is included in Interest Income.

At December31, 2019, the effective rate on the mortgage portfolio is approximately
14 % (2018 – 14%).

Operating costs to the end of 2019 ($66,323) are in line with 2018.

Crossroads financial situation continues to hold (net income 2019
$1,090,427). Crossroads’ NAV increased during 2019 to $0.56 per share this
year.

Crossroads will not be in a position to make dividend distribution until its stated
share capital has been reduced to the Company’s Net Asset Value.

As at December 31st, 2019, Crossroads has 65,124,577 Class B shares
outstanding, and redemption requests totalling 31,450,064 shares.

IMPACT OF COVID-19
Today, Management does not have a clear view as to the full impact of COVID-19 on cash flows
and loan losses for the mortgage portfolio. It won’t become evident until later in April how the
current economics around Alberta oil and the job losses related to it and COVID-19 have impacted
our borrowers. These economic forces also impact real estate prices. Management is working with
borrowers where possible to assist and avoid foreclosures when it is apparent that a borrowers'
default is temporary. Foreclosure and taking title to an asset at this time may not be the most
prudent or beneficial action.
Note (1) "Other MICs" includes DMD Mortgage Investment Corporation, DMD II Mortgage
Investment Corporation, DMD III Mortgage Investment Corporation, Sun Country Mortgage
Investment Corporation.

Contact our Investor Relations Department using the details below:

Devin Greenlaw

Brian Menges

Communications Coordinator

CEO, Principal

devin@caplink.ca

brian@caplink.ca

780-702-9224

780-702-9229

This information and any attachments are solely for the intended recipient and may contain confidential or privileged information. If you are
not the intended recipient, any disclosure, copying, use, or distribution of the information included in this message and any attachment is
prohibited. If you have received this communication in error, please notify us by reply email and immediately and permanently delete this
message and any attachments. Thank you.
This information and any attachments do not constitute an offer to sell or a solicitation of an offer to purchase any securities of Caplink
Financial Corporation or any other entity described herein. All securities offerings carried out by Caplink and/or other entities described herein
will be made to qualified purchasers in specified jurisdictions by delivery to them of formal offering documentation prepared specifically for the
purpose of making such an offer and in compliance with applicable securities laws of the specific jurisdiction in which the offering is being
made.
This information and any attachments are provided for information purposes only and does not constitute any representation, warranty of
covenant of Caplink or other entities described herein.
Some of the statements herein or in any attachments, including those relating to projected future financial performance or events, are
considered forward-looking statements within the meaning of securities laws. Forward-looking statements give our expectations or forecasts of
future events. sometimes these statements will use words such as ‘anticipate’, ‘estimate’, ‘expecting’, ‘project’, ‘intend’, ‘plan’, ‘believe’,
‘outlook’, ‘forecast’ and other similar words. These statements are not guarantees of future performance and are subject to risks, uncertainties
and other important factors that could cause actual performance to be materially different from those projected.

SCHEDULE "C" TO APPENDIX D – SEPTEMBER 30, 2021 INTERIM FINANCIAL STATEMENTS AND
RELATED MANAGEMENT'S DISCUSSION AND ANALYSIS

[See the attached]
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February 15, 2022
AUDITOR'S INTERIM REVIEW REPORT
To the Board of Directors of Crossroads - DMD Mortgage Investment Corporation
In accordance with our engagement letter dated December 6, 2021, we have performed an
interim review of the consolidated statement of financial position of Crossroads - DMD Mortgage
Investment Corporation as at September 30, 2021, the consolidated statement of comprehensive
income for the nine- month periods ended September 30, 2021, and the consolidated statement
of changes in equity and cash flows for the nine-month period then ended. These consolidated
financial statements are the responsibility of Crossroads - DMD Mortgage Investment
Corporation's management.
We performed our interim review in accordance with Canadian generally accepted standards for a
review of interim financial statements by an entity's auditor.
An interim review are substantially less in scope than an audit, the objective of which is the
expression of an opinion regarding the financial statements. Accordingly, we do not express an
opinion. An interim review does not provide assurance that we would become aware of any or all
significant matters that might be identified in an audit.
Based on our review, we are not aware of any material modification that needs to be made for
these consolidated interim financial statements to be in accordance with the International
Financial Reporting Standards.
This report is solely for the use of the Board of Directors of Crossroads - DMD Mortgage
Investment Corporation to assist it in discharging its regulatory obligation to review these
consolidated financial statements, and should not be used for any other purpose.

Kingston Ross Pasnak LLP
Chartered Professional Accountants

CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION
Consolidated Interim Statement of Financial Position
(Expressed in Canadian Dollars)
September 30, 2021
(Unaudited)

ASSETS
Cash
Term deposits
Mortgage and other receivables (Note 4)
Foreclosed assets held for sale (Note 6)
Prepaid expenses

LIABILITIES AND SHAREHOLDERS' EQUITY
Trade and other payables (Notes 8, 10)
Advances from shareholders (Note 9)
Due to related party (Note 10)
Redeemable preferred shares payable (Note 12)

September 30

December 31

2021
(unaudited)

2020
(Audited)

$ 10,013,681
11,956,813
382,912
14,662

$

$ 22,368,068

$ 21,962,034

$

$

19,654
15,520
41,181
2,126
78,481

SHAREHOLDERS' EQUITY
Share capital (Note 11)
Contributed surplus (Note 12)
Preferred Shares (Notes 11, 12)
Deficit

2,891,349
4,165,885
14,516,180
382,912
5,708

183,460
15,520
6,750
134,875
340,605

1,000
23,959,189
27,450,590
(29,121,192)

1,000
23,964,154
27,450,590
(29,794,315)

22,289,587

21,621,429

$ 22,368,068

$ 21,962,034

CONTINGENCIES (Note 14)

ON BEHALF OF THE BOARD

_____________________________ Director
_____________________________ Director

See notes to financial statements
Crossroads-DMD Mortgage Investment Corporation
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CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION
Consolidated Interim Statement of Income and Other Comprehensive Income
(Expressed in Canadian Dollars)
Nine Month Period Ended September 30, 2021
(Unaudited)

REVENUE

September 30

September 30

2021

2020

$

DIRECT EXPENSES
Change in provision on mortgage receivables (Note 4)
Unrealized loss (gain) on foreclosed assets held for sale (Note 6)
(Gain) loss on disposal of foreclosed assets held for sale (Note 6)
(Gain) losses on mortgage receivables (Note 4)

INCOME FROM OPERATIONS
EXPENSES
Management fees (Note 10)
Director fees (Note 10)
General and administrative (Note 10)
Legal fees (Notes 14, 10)
Accounting fees

OTHER EXPENSES
Professional fees related to acquisition

1,427,557

$

2,113,414

46,006
7,674
(24,926)
(108,807)

397,328
(46,672)
78,884
37,082

(80,053)

466,622

1,507,610

1,646,792

328,572
120,215
43,681
35,403
29,159

328,572
129,455
67,897
223,655
89,792

557,030

839,371

277,457

-

NET AND OTHER COMPREHENSIVE INCOME

$

673,123

$

807,421

EARNINGS PER SHARE (Note 13)

$

0.02

$

0.01

See notes to financial statements
Crossroads-DMD Mortgage Investment Corporation
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CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION
Consolidated Interim Statement of Changes in Equity
(Expressed in Canadian Dollars)
Nine Month Period Ended September 30, 2021
(Unaudited)

Share capital

Preferred
Shares

Contributed
surplus

Deficit

Total

As at January 1, 2020
Net and comprehensive income for the year
Repurchase of Class B preferred shares

$

1,000
-

$ 46,629,337
(19,178,747)

$ 19,785,906
4,178,248

$ (30,187,028)
807,421
-

$ 36,229,215
807,421
(15,000,499)

As at September 30, 2020

$

1,000

$ 27,450,590

$ 23,964,154

$ (29,379,607)

$ 22,036,137

As at January 1, 2021
Net and comprehensive income for the year
Dividends

$

1,000
-

$ 27,450,590
-

$ 23,964,154
(4,965)

$ (29,794,315)
673,123
-

$ 21,621,429
673,123
(4,965)

As at September 30, 2021

$

1,000

$ 27,450,590

$ 23,959,189

$ (29,121,192)

$ 22,289,587

See notes to financial statements
Crossroads-DMD Mortgage Investment Corporation
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CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION
Consolidated Interim Statement of Cash Flow
(Expressed in Canadian Dollars)
Nine Month Period Ended September 30, 2021
(Unaudited)

OPERATING ACTIVITIES
Net and comprehensive income
Items not affecting cash:
(Gain) loss on mortgage receivables (Note 4)
Change in provision on mortgage receivables (Note 4)
Gain (loss) on disposal of foreclosed assets (Note 6)
Unrealized loss (gain) on foreclosed assets held (Note 6)

September 30

September 30

2021

2020

$

673,123

$

(108,807)
46,006
(24,926)
7,674

37,082
397,328
78,884
(46,672)

593,070
Changes in non-cash working capital:
Mortgages advanced (Note 4)
Mortgages repaid (Note 4)
Accrued interest and loan fees (Note 4)
Amortized interest and fees (Note 4)
Additions to foreclosed assets held for sale (Note 6)
Proceeds on disposal of foreclosed assets held for
sale (Note 6)
Trade and other payables
Prepaid expenses
Redeemable preferred shares payable
Due to related party

807,421

1,274,043

(1,963,642)
6,065,663
48,777
(1,528,630)
(8,138)

(2,130,445)
4,751,333
(34,296)
(1,955,269)
(30,043)

25,390
(163,806)
(8,954)
(132,749)
34,431

239,603
(142,450)
(3,341)
(12,298)

2,368,342

682,794

2,961,412

1,956,837

INVESTING ACTIVITY
Redemption of term deposits

4,165,885

9,558,444

Cash flow from investing activity

4,165,885

9,558,444

Cash flow from operating activities

FINANCING ACTIVITIES
Dividends paid
Repurchase of preferred shares
Cash flow used by financing activities

(4,965)
-

(15,000,029)

(4,965)

(15,000,029)

INCREASE (DECREASE) IN CASH

7,122,332

(3,484,748)

CASH - BEGINNING OF PERIOD

2,891,349

5,346,002

CASH - END OF PERIOD

$ 10,013,681

$

1,861,254

Interest received

$

1,476,333

$

2,076,934

Interest and bank charges paid

$

3,566

$

5,539

CASH FLOW SUPPLEMENTARY INFORMATION

See notes to financial statements
Crossroads-DMD Mortgage Investment Corporation
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CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Interim Financial Statement
(Expressed in Canadian Dollars)
For the Nine Month Period Ended September 30, 2021
(Unaudited)
1.

NATURE OF OPERATIONS
Crossroads-DMD Mortgage Investment Corporation (the "Company") is in the business of investing in
mortgages secured by residential and commercial real estate; primarily in the Province of Alberta.
The Corporation was incorporated under the Business Corporations Act (“Alberta”) on May 9, 2001
for the purposes of carrying on business as a Mortgage Investment Corporation (“MIC”) as defined in
Section 130.1 of the Income Tax Act of Canada (“ITA”). The registered office of the Corporation is
200, 136 17 Avenue NE, Calgary, Alberta, T2E 1L6.

2.

BASIS OF PRESENTATION AND STATEMENT OF COMPLIANCE
Statement of compliance
The consolidated interim financial statements of the Corporation have been prepared in accordance
with International Financial Reporting Standards (“IFRS”), as issued by the International Accounting
Standards Board (“IASB”).
The consolidated financial statements are presented in Canadian dollars, which is the Corporation's
functional currency. The Corporation presents its consolidated financial position on a non-classified
basis in order of liquidity.
These consolidated financial statements were approved by the Corporation's board of directors on
February 14, 2021.
Basis of measurement
The consolidated interim financial statements have been prepared on a historical cost basis, except
for financial instruments classified as fair value through profit or loss, which are measured at fair
value and foreclosed assets held for sale which are measured at the lower of its carrying amount and
fair value less costs to sell.
Going Concern
These consolidated financial statements have been prepared on the basis of accounting principles
applicable to a going concern which assumes the Corporation will realize the carrying value of its
assets and satisfy its obligations as they become due in the normal course of operations.
The Corporation has an accumulated deficit of $29,121,192 as at September 30, 2021 (December
31, 2020 - $29,794,315).
Additionally the Corporation has received redemption requests for 19,678,342 (December 31, 2020 19,678,342) of class B redeemable preferred shares that began accumulating on January 31, 2012.
Total redemption requests equate to 51.33% (December 2020 - 51.33%) of the total preferred shares
outstanding.
The application of the going concern concept is dependent on the Corporation's ability to restore and
maintain profitable operations. The Corporation has maintained profitable operations for four years,
however the resolution of the redemption queue may create uncertainty with respect to the
Corporation’s ability to continue as a going concern. A failure to continue as a going concern would
require that stated amounts of assets and liabilities be reflected on a liquidation basis which could
differ significantly from the going concern basis. These consolidated financial statements do not
reflect the adjustments or reclassification of assets and liabilities if the Corporation were unable to
continue its operations.

Crossroads-DMD Mortgage Investment Corporation
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CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Interim Financial Statement
(Expressed in Canadian Dollars)
For the Nine Month Period Ended September 30, 2021
(Unaudited)
3.

SIGNIFICANT ACCOUNTING POLICIES
Significant accounting policies observed in the preparation of the consolidated financial statements
are summarized below:
Basis of consolidation
The consolidated financial statements include the accounts of the Corporation and its subsidiary. As
a result, figures as at September 30, 2021 and December 31, 2020 or for the years then ended
include the consolidated financial position of the subsidiary and the results of their operations for the
years then ended. The results of operations of the subsidiary are included in the consolidated
financial statements from the respective dates of acquisition or incorporation.
All significant intercompany transactions and balances have been eliminated upon consolidation.
Subsidiary
Sileo Limited Partnership

Ownership %
99.99

Year end
December 31

Significant accounting judgments, estimates and assumptions
The preparation of the Company’s consolidated interim financial statements requires management to
make judgments, estimates and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the disclosure of contingent liabilities, at the end of the reporting
period. However, uncertainty about these assumptions and estimates could result in outcomes that
require a material adjustment to the carrying amount of the asset or liability affected in future periods.
(continues)

Crossroads-DMD Mortgage Investment Corporation
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CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Interim Financial Statement
(Expressed in Canadian Dollars)
For the Nine Month Period Ended September 30, 2021
(Unaudited)
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Judgments
In the process of applying the Corporation's accounting policies, management has made the
following critical accounting judgments which are accounting policies that have been identified as
being complex or involving subjective judgment or assessment. Critical accounting judgments
include:
Classification of mortgages
Mortgage investments are classified based on both the business model for managing the assets and
their contractual cash flow characteristics. Judgment is used in determining the business model for
managing the assets and whether cash flows received are comprised solely of principal and interest
payments.
Measurement of expected credit losses
The expected credit loss model requires the recognition of losses based on 12 months of expected
losses for performing loans and recognition of lifetime losses on performing loans that have
experienced a significant increase in credit risk.
The determination of significant increases in credit risk on performing loans takes into account
several different factors that vary by nature of the investment. Credit risk on a financial asset is
assumed to have increased significantly if it is more than 60 days past due, borrower specific criteria
such as the payment of property taxes and property insurance are not met, and the value of the
security of the underlying mortgage is less than the mortgage receivable amount plus contingent
costs of selling the underlying secured property.
The assessment for significant increases in credit risk requires experienced credit judgment. In
determining whether there has been a significant increase in credit risk and in calculating the amount
of expected credit losses the entity relies on estimates and judgment is exercised on matters for
which the ultimate outcome is unknown. These judgments include appraisals of the underlying
mortgage security, history of borrower performance, and changes in market forecasts.
The calculation of expected credit losses includes the explicit incorporation of forecasts of future
economic conditions. In determining expected credit losses, economic forecasts are used that take
into account key macroeconomic variables relevant to each investment type. These variables include
unemployment rates, housing price index, and interest rates. Forecasts are developed internally and
judgment is used to incorporate multiple economic variables through discount rates used to
determine credit risk on the estimated value of the underlying mortgage security. Forecast discount
rates are based on the average percentage decline of the security from the date of the original
appraisal to the current date based on real estate board figures for properties similar in nature; and a
discretionary percentage to discount for appraiser optimism, externally produced forecasts and a lack
of selling price information for properties of a particular class. Allowances are sensitive to changes in
both economic forecasts and discount rates assigned to each forecast scenario.
(continues)

Crossroads-DMD Mortgage Investment Corporation
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CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Interim Financial Statement
(Expressed in Canadian Dollars)
For the Nine Month Period Ended September 30, 2021
(Unaudited)
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Estimates and assumptions
The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year, are described below. The Company based its
assumptions and estimates on parameters available when the consolidated interim financial
statements were prepared. Existing circumstances and assumptions about future developments,
however, may change due to market changes or circumstances arising beyond the control of the
Company. Such changes are reflected in the assumptions when they occur.
Investment impairment
The most significant estimates that the Corporation is required to make relates to the impairment of
the mortgage portfolio (Note 4) and foreclosed assets held for sale (Note 6). These estimates include
assumptions regarding the local real estate market conditions, interest rates and the availability of
credit, cost and terms of financing, the impact of present or future legislation or regulation, prior
encumbrances, adverse changes in the payment status of borrowers and other factors affecting the
investments and underlying security of the investments. These assumptions are limited by the
availability of reliable comparable data, economic uncertainty, ongoing geopolitical concerns and the
uncertainty of predictions concerning future events. Accordingly, by their nature, estimates of
impairment are subjective and do not necessarily result in precise determinations of the actual
outcome. Should the underlying assumptions change, the estimated fair value could vary by a
material amount.
Fair value of financial instruments
Where the fair value of financial assets and financial liabilities recorded in the consolidated statement
of financial position cannot be derived from active markets, their fair value is determined using
valuation techniques including the discounted cash flow model. The inputs to these models are
taken from observable markets where possible.
Where this is not feasible, a degree of judgment is required in establishing fair values. The
judgments include considerations of inputs such as liquidity risk, credit risk and volatility. Changes in
assumptions about these factors could affect the reported fair value of financial instruments (Note
17).
Unrealized loss on foreclosed assets held for sale
The Corporation considers the estimate of the fair value less costs to sell of foreclosed assets held
for sale to be a significant estimate. Unrealized losses on these assets represent the change in the
fair value of these assets from the time that the Corporation foreclosed until the measurement date.
Fair value is estimated based on recent selling prices of comparable properties for residential assets,
and appraisals prepared by third parties for commercial assets.
Revenue recognition
The Company's revenue is comprised of interest earned on GIC's and interest collected from
borrowers and interest accrued since the borrower's last payment. Generally, interest is recognized
based upon the amounts to which the Corporation is contractually entitled. In the instance of a Stage
3 asset, interest is accrued on the unimpaired portion of the loan at the contract rate (Note 5). When
interest payments are received in advance of their due date, the amount is held in trust for the
borrower and paid to the Corporation upon the due date.
(continues)

Crossroads-DMD Mortgage Investment Corporation
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CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Interim Financial Statement
(Expressed in Canadian Dollars)
For the Nine Month Period Ended September 30, 2021
(Unaudited)
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments
Financial assets
Initial recognition and measurement
Financial assets are classified as measured at amortized cost, at fair value through other
comprehensive income (FVOCI) or fair value through profit or loss (FVTPL). The determinant of the
classification of the financial asset is based on the entity's business model for managing the financial
asset and the contractual cash flow characteristics of the financial asset. The Corporation determines
the classification of its financial assets at initial recognition.
All financial assets are recognized initially at fair value plus or minus, in the case of assets not at fair
value through profit or loss, directly attributable transaction costs.
The Company’s financial assets include cash, term deposits, and mortgage and other receivables.
Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:
Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss include all financial assets unless measured at
amortized cost or at fair value through other comprehensive income. The Corporation can make an
irrevocable election at initial recognition for particular investments in equity instruments that would
otherwise be measured at fair value through profit or loss to present subsequent changes in fair
value in other comprehensive income.
The Corporation may irrevocably designate a financial asset as measured at fair value through profit
or loss if doing so eliminates or significantly reduces a measurement or recognition inconsistency that
would otherwise arise from measuring assets or liabilities or recognizing the gain and losses on them
on a different basis.
The Corporation has designated cash and term deposits as at fair value through profit or loss.
Amortized Cost
Financial assets are measured at amortized cost if the two following conditions are met:




The financial asset is held within a business model whose objective is to hold financial assets
in order to collect contractual cash flows and
The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

The Corporation has designated mortgage and other receivables at amortized cost.
Derecognition
A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial
assets) is derecognized when one of the following conditions is met:


The rights to receive cash flows from the asset have expired, or
(continues)
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CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Interim Financial Statement
(Expressed in Canadian Dollars)
For the Nine Month Period Ended September 30, 2021
(Unaudited)
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)


The Corporation has transferred its rights to receive cash flows from the asset or has assumed
an obligation to pay the received cash flows in full without material delay to a third party under
a ‘pass-through’ arrangement; and either (a) the Corporation has transferred substantially all
the risks and rewards of the asset, or (b) the Corporation has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into
a pass-through arrangement, and has neither transferred nor retained substantially all of the risks
and rewards of the asset nor transferred control of it, the asset is recognized to the extent of the
Company’s continuing involvement in it.
In that case, the Company also recognizes an associated liability. The transferred asset and the
associated liability are measured on a basis that reflects the rights and obligations that the Company
has retained.
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration that
the Company could be required to repay.
Impairment of financial assets
The Corporation has to recognize a loss allowance for expected credit losses on all financial assets
and certain off-balance sheet loan commitments and guarantees. The expected credit loss model
requires a loss allowance to be claimed on the financial asset regardless of whether an actual loss
event has occurred.
The expected credit loss model presents three stages of credit loss allowances that must be
assessed on all financial assets held by the Corporation. At the reporting date, if the credit risk of a
financial asset has not significantly changed from initial recognition an allowance for that financial
instrument at an amount equal to a 12-month expected credit losses is recognized (Stage 1). Once
the financial assets credit risk significantly increases from initial recognition, a lifetime expected credit
loss will be recognized (Stage 2). At stage 2 the interest revenue from the asset will continue to be
calculated on the carrying value of the asset before impairments. If the credit quality of the financial
asset deteriorates and the loan is in foreclosure, the lifetime expected loss will continue to be
recognized however the interest revenue will now be calculated on the net amortized carrying value
after deducting the loss allowance (Stage 3).
The assessment of significant increases in credit loss is completed at the reporting date and
considers historical events, current market conditions and supportable information about future
economic conditions that is available without undue cost or effort, that is indicative of significant
increases in credit risk since initial recognition. Evidence of impairment may include indications that
the debtors or a group of debtors is experiencing significant financial difficulty, default or delinquency
in payments, and where observable data indicate that there is a measurable decrease in the
estimated value of the underlying real estate or the loan is in foreclosure.
(continues)

Crossroads-DMD Mortgage Investment Corporation

page 11

CROSSROADS-DMD MORTGAGE INVESTMENT CORPORATION
Notes to Consolidated Interim Financial Statement
(Expressed in Canadian Dollars)
For the Nine Month Period Ended September 30, 2021
(Unaudited)
3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
To assess significant increases in expected credit loss, the Corporation monitors loan payment
histories and utilizes a discounting methodology to estimate whether the value of the property
securing a mortgage is worth less than the carrying value of that mortgage. Should the loan
experience payment irregularities and it is determined the value of the property is worth less than the
carrying value of the mortgage, an expected lifetime credit loss is recorded as a stage 2 loan loss
provision (Note 5). Interest continues to accrue on the loan at the contractual rate and is recognized
as revenue in the income statement. The carrying amount of the asset is reduced through the use of
a loss provision account, and the expected loan loss expense is recognized through change in
provision on mortgage receivables in the income statement.
Should the credit quality of the loan further decrease as a result of the loan being more than 60 days
in arrears and no payment arrangements are made regarding the arrears, and foreclosure
proceedings commence, the mortgage and its expected lifetime credit loss is recorded as a Stage 3
asset (Note 5). Expected lifetime credit loss is calculated as the deficiency between the carrying
value of the mortgage and the estimated net proceeds from the sale of the property securing the
mortgage (after payment of priority creditors and selling costs). Interest continues to be accrued at
the contractual rate on the unimpaired portion of the loan, and is recognized as revenue on the
income statement. The carrying amount of the asset is reduced through the use of a loss provision
account, and the expected loan loss is recognized through change in provision on mortgage
receivables on the income statement.
Loans together with the associated allowance are written off when there is no realistic prospect of
future recovery and all collateral has been realized or has been transferred to the Corporation. If in a
subsequent year, the amount of the estimated impairment loss increases or decreases because of
an event occurring after the impairment was recognized, the previously recognized impairment loss is
increased or reduced by adjusting the loss provision account. If a future write off is later recovered,
the recovery is credited to losses on mortgage receivables in the income statement.
(continues)
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial liabilities
Initial recognition and measurement
Financial liabilities are measured as financial liabilities at fair value through profit or loss, or as
derivatives designated as hedging instruments in an effective hedge, as appropriate. The Corporation
determines the classification of its financial liabilities at initial recognition.
All financial liabilities are recognized initially at fair value plus or minus, in the case of financial
liabilities not at fair value through profit or loss, directly attributable transaction costs.
The Corporation’s financial liabilities include trade and other payables, due to related party,
redeemable preferred share payable, and advances from shareholders.
Subsequent measurement
The subsequent measurement of financial liabilities depends on their classification as follows:
Financial liabilities at amortized cost
After initial recognition, interest bearing loans and borrowings are subsequently measured at
amortized cost using the effective interest rate method. Gains and losses are recognized in the
statement of income and comprehensive income when the liabilities are derecognized as well as
through the effective interest rate method amortization process.
Amortized cost is calculated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the effective interest rate ("EIR"). The EIR amortization is included
in finance costs in the provision for credit losses in the statement of income and comprehensive
income.
The Corporation has designated its trade and other payables, due to related party, redeemable
preferred share payable, and advances from shareholders as financial liabilities at amortized cost.
Derecognition
A financial liability is derecognized when the obligation under the liability is discharged, cancelled or
expires. When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the original liability and the recognition of a
new liability, and the difference in the respective carrying amounts is recognized in profit or loss.
(continues)
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Fair value of financial instruments
The fair value of financial instruments that are traded in active markets at each reporting date is
determined by reference to quoted market prices or dealer price quotations (bid price for long
positions and ask price for short positions), without any deduction for transaction costs. For financial
instruments not traded in an active market, the fair value is determined using appropriate valuation
techniques. Such techniques may include using recent arm’s length market transactions, reference to
the current fair value of another instrument that is substantially the same, or a discounted cash flow
analysis or other valuation models.
An analysis of fair values of financial instruments and further details as to how they are measured are
provided in Note 17.
Cash
Cash represents funds held on deposit in Canadian banks less cheques issued and outstanding.
Foreclosed assets held for sale
Foreclosed assets held for sale are recorded at the lower of the carrying amount and fair value less
anticipated selling costs. Fair value is determined by reference to market prices for similar assets.
Any difference between the carrying amount of the loan prior to foreclosure and the amount at which
the foreclosed assets are initially measured is recognized as a charge in the statement of income and
other comprehensive income.
Foreclosed assets that the Corporation has title to at year-end and that are being actively marketed
as at the balance sheet date are shown on the face of the balance sheet as foreclosed assets held
for sale. When foreclosed assets are disposed of the difference between the proceeds received and
carrying value at time of sale is recorded as a loss/gain on foreclosed assets held for sale in the
statement of income and other comprehensive income.
Redeemable preferred shares
Class B redeemable preferred shares include a right for any holder to request that the Corporation
redeem or purchase all or any number of the B shares which have been registered in the name of
such holder for not less than one year. The redeemable preferred shares are recorded as equity and
are presented at their stated capital amount of $0.716 per share.
Income taxes and dividends
Current income taxes
Current income tax assets and liabilities for the current period are measured at the amount expected
to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute
the amount are those that are enacted or substantively enacted, at the reporting date in the countries
where the Company operates and generates taxable income.
Current income tax relating to items recognized directly in equity is recognized in equity and not in the
income statement. Management periodically evaluates positions taken in the tax returns with respect
to situations in which applicable tax regulations are subject to interpretation and establishes
provisions where appropriate.
(continues)
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
The Corporation is a MIC pursuant to the Income Tax Act of Canada. Taxable income is reduced by
dividends paid during the year or within 90 days of the year end. As a result, the Corporation can
distribute its net earnings to shareholders without payment of corporate income tax. The dividends
paid and accrued are presented as a distribution of retained earnings in the consolidated statements,
however are considered a deduction from income for tax purposes.
Deferred income taxes
Deferred tax is provided using the liability method on temporary differences at the reporting date
between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes.
Deferred tax liabilities are recognized for all taxable temporary differences, except:




Where the deferred tax liability arises from the initial recognition of goodwill or of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss.
In respect of taxable temporary differences associated with investments in subsidiaries where
the timing of the reversal of the temporary differences can be controlled and it is probable that
the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, carry forward of unused
tax credits and unused tax losses, to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences, and the carry forward of unused tax credits and
unused tax losses can be utilized, except:




Where the deferred tax asset relating to the deductible temporary difference arises from the
initial recognition of an asset or liability in a transaction that is not a business combination and,
at the time of the transaction, affects neither the accounting profit nor taxable profit or loss.
In respect of deductible temporary differences associated with investments in subsidiaries
deferred tax assets are recognized only to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of
the deferred tax asset to be utilized. Unrecognized deferred tax assets are reassessed at each
reporting date and are recognized to the extent that it has become probable that future taxable profits
will allow the deferred tax asset to be recovered.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year
when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the reporting date.
Deferred tax items are recognized in correlation to the underlying transaction either in other
comprehensive income or directly in equity.
(continues)
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off
current tax assets against current income tax liabilities and the deferred taxes relate to the same
taxable entity and the same taxation authority.
Tax benefits acquired as part of a business combination, but not satisfying the criteria for separate
recognition at that date, would be recognized subsequently if new information about facts and
circumstances changed. The adjustment would either be treated as a reduction to goodwill (as long
as it does not exceed goodwill) if it is incurred during the measurement period or in profit or loss.
Earnings per share
The income (loss) per share calculation is based on the weighted average number of common
shares outstanding during the year. Diluted earnings per share is calculated using the treasury stock
method to determine the dilutive effect from the exercise of stock options. This assumes that any
proceeds received from in-the-money options would be used to buy back common shares at the
average market price during the year.
Comprehensive income
Comprehensive income includes all changes in equity of the Corporation except those resulting from
investments by owners and distributions to owners. Comprehensive income is the total of income and
other comprehensive income. Other comprehensive income comprises revenues, expenses, gains
and losses that, in accordance with IFRS, require recognition, but are excluded from net income. The
Corporation does not have any items giving rise to other comprehensive income, nor is there any
accumulated balance of other comprehensive income. All gains and losses, including those arising
from measurement of all financial instruments, have been recognized in the statement of income and
other comprehensive income for the period.
Statement of Cash Flow
The Company is using the indirect method in its presentation of the Statement of Cash Flow.
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4.

MORTGAGE AND OTHER RECEIVABLES
A) PORTFOLIO ANALYSIS
# of
mortgages
September 30, 2021
1st Mortgages
2nd Mortgages
3rd Mortgages

December 31, 2020
1st Mortgages
2nd Mortgages
3rd Mortgages

September 30, 2021
Residential loans
Commercial loans

December 31, 2020
Residential loans
Commercial loans

Weighted
Average
Interest Rate

Gross
Amount ($)

Provision ($)

Net Amount

25
183
1
209

8.92%
15.48%
17.50%

3,588,933
8,726,995
28,922
12,344,850

(388,037)
(388,037)

3,588,933
8,338,958
28,922
11,956,813

30
232
2
264

9.43%
14.71%
3.97%

4,094,364
11,582,187
127,757
15,804,308

(4,687)
(1,283,441)
(1,288,128)

4,089,677
10,298,746
127,757
14,516,180

208
1
209

13.67%
8.75%

12,111,508
233,342
12,344,850

(388,037)
(388,037)

11,723,471
233,342
11,956,813

260
4
264

14.02%
3.47%

14,653,381
1,150,927
15,804,308

(576,547)
(711,581)
(1,288,128)

14,076,834
439,346
14,516,180
(continues)
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4.

MORTGAGE AND OTHER RECEIVABLES (continued)
B) MATURITY ANALYSIS

# of
Mortgages
September 30, 2021
Under 6 months
6 months - 1 year
1-2 years
Over 2 years
December 31, 2020
Under 6 months
6 months - 1 year
1-2 years
Over 2 years

Weighted
Average
Interest Rate

Gross
Amount ($)

Provision ($)

Net Amount

30
102
69
8
209

13.54%
13.63%
13.27%
16.29%

1,658,314
5,899,168
4,384,881
402,487
12,344,850

(180,146)
(104,600)
(103,291)
(388,037)

1,478,168
5,794,568
4,281,590
402,487
11,956,813

97
101
56
10
264

11.61%
14.72%
13.43%
16.31%

6,389,854
5,589,730
3,239,607
576,117
15,795,308

(1,159,917)
(45,131)
(72,606)
(10,474)
(1,288,128)

5,238,937
5,544,599
3,167,001
565,643
14,516,180

Gross
Amount ($)

Provision ($)

Net Amount

C) GEOGRAPHIC DISTRIBUTION
# of
Mortgages
September 30, 2021
Calgary & area, AB
Edmonton, AB
Manitoba
Alberta - other
British Columbia
Saskatchewan
December 31, 2020
Calgary & area, AB
Edmonton, AB
Manitoba
Alberta - other
British Columbia
Saskatchewan

Weighted
Average
Interest Rate

79
64
9
52
4
1
209

16.00%
14.01%
15.42%
10.98%
14.91%
9.75%

3,707,724
3,555,874
400,809
4,260,910
282,191
137,342
12,344,850

(98,150)
(128,521)
(161,366)
(388,037)

3,609,574
3,427,353
400,809
4,099,544
282,191
137,342
11,956,813

98
86
12
59
8
1
264

13.71%
13.18%
16.35%
12.09%
15.00%
9.75%

5,274,209
5,214,206
511,983
3,881,588
784,944
137,378
15,804,308

(856,546)
(202,039)
(229,543)
(1,288,128)

4,417,663
5,012,167
511,983
3,652,045
784,944
137,878
14,516,680
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4.

MORTGAGES AND OTHER RECEIVABLES (continued)
D) RECONCILIATION OF MORTGAGES AND OTHER RECEIVABLE
Interest rates charged throughout the year ranged from 6.00% to 18.07% (December 31, 2020 7.75% to 18.07%). The average effective interest rate of the mortgages was 13.97% (December 31,
2020 - 13.15%). The Corporation negotiates security for the mortgages advanced which includes the
related residential or commercial property.
For the year ended September 30, 2021:

Opening balance
Loans advanced
Loans repaid
Accrued interest and loan fees
Change in provision for credit losses
Net gain on mortgage receivables

Gross
$ 15,804,308
1,963,642
(6,065,663)
1,479,853
(837,290)
12,344,850

Provision
Net
$ (1,288,128) $ 14,516,180
1,963,642
(6,065,663)
1,479,853
(46,006)
(46,006)
946,097
108,807
(388,037)
11,956,813

For the year ended December 31, 2020:
Opening balance
Loans advanced
Loans repaid
Accrued interest and loan fees
Change in provision for credit losses
Net losses on mortgage receivables
Transfer to titled properties

Crossroads-DMD Mortgage Investment Corporation

18,167,229
2,134,116
(6,051,485)
2,398,661
(705,588)
(138,625)
15,804,308

(1,139,017)
(633,226)
484,115
(1,288,128)

17,028,212
2,134,116
(6,051,485)
2,398,661
(633,226)
(221,473)
(138,625)
14,516,180
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5.

PROVISION FOR CREDIT LOSSES
Stage 1
September 30, 2021
First mortgages
Gross mortgages, interest
receivable and unpaid
charges

$

Second mortgages
Gross mortgages, interest
receivable and unpaid
charges
Provision for credit losses

3,002,990
3,002,990

Second mortgages
Gross mortgages, interest
receivable and unpaid
charges
Provision for credit losses

$

5,821,981
(38,310)
5,783,671

Third mortgages
Gross mortgages, interest
receivable and unpaid
charges
Provision for credit losses
December 31, 2020
First mortgages
Gross mortgages, interest
receivable and unpaid
charges
Provision for credit losses

Stage 2

3,751,936
3,751,936

9,299,999
(45,131)
9,254,868

Third mortgages
Gross mortgages, interest
receivable and unpaid
charges

28,987
28,987

$

2,450,997
(199,099)
2,251,898

28,922
28,922

$

585,943
585,943

Stage 3

342,428
(4,687)
337,741

1,119,726
(350,617)
769,109

-

$

454,017
(150,628)
303,389

-

$

-

Total

8,726,995
(388,037)
8,338,958

-

$

-

1,162,462
(887,693)
274,769

98,770
98,770

3,588,933
3,588,933

28,922
28,922

$

4,094,364
(4,687)
4,089,677

11,582,187
(1,283,441)
10,298,746

127,757
127,757
(continues)
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5.

PROVISION FOR CREDIT LOSSES (continued)
The three stages of expected credit losses on mortgages is assessed based on the following criteria:
Stage 1 Unimpaired Loans
Mortgage and other receivables on initial recognition and that have not shown a significant increase
in credit risk subsequent to initial recognition, require a 12 month expected credit loss to be
recognized. Based on management's assessment of the 12 month expected credit losses, the credit
risk on unimpaired loans is low as the average expected losses results in an immaterial impact on the
valuation of the outstanding loan balance. A non-sufficient fund (NSF) payment is considered a
significant indicator of potential increased credit risk therefore the loans with NSF payment are
reassessed to further determine whether the loan is in an equity position after applying a discount to
the property value and deducting all expected expenses. Those which have negative equity are
classified as impaired loans (Stage 2) and allowances are recorded.
Stage 2 Impaired Loans
The determination of a significant increase in credit risk takes into account different factors. Loans
with increased credit risk are applied a discount to the property value. The Corporation assumes that
the credit risk on a loan with negative equity has increased significantly. An allowance is recorded
based on management's assessment of the life time expected losses to that individual loan until
twelve consecutive payments have been made on the loan at which time the allowance is reversed.
Stage 3 Foreclosed Loans
Management reviews the loans on an ongoing basis to assess whether a foreclosure process is
needed to be performed and whether an allowance or write-down should be recorded. The review of
individually significant impaired loans is conducted by the Mortgage Administration Department on an
on-going basis to appropriately estimate the life time expected credit losses on that individual loan. If
a loan is in arrears for two months and there is no payment plan arranged by the borrower, the loan
will be sent to foreclosure.
The value of the foreclosed property is discounted and the estimated carrying cost is reviewed. If the
foreclosed property has positive equity after taking into consideration the discount and carrying cost,
no allowances are recorded. Allowances for foreclosed loans which have negative equity are
recorded for individually identified foreclosed loans to reduce their carrying value to the expected
recoverable amount.
To determine the amount of expected credit loss from a foreclosed loan, management uses the
lowest value of the recent appraisal, Comparable Market Assessment Listing Price (CMA) or judicial
sale value, net of expected costs and any amounts legally required to be paid to priority creditors.
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6.

FORECLOSED ASSETS HELD FOR SALE
Foreclosed assets held for sale are properties to which the Corporation had title and were actively
marketed for sale at period end. The properties were located primarily in Alberta. An unrealized loss
on foreclosed assets held for sale of $7,674 (December 31, 2020 - $65,534) has been recorded.
The fair value measurements have been categorized as a level 3 fair value based on inputs to the
valuation technique used. The Corporation measures fair value through the use of a direct sales
comparison valuation technique whereby the fair value is based on comparison to recent sales of
properties of similar types, location and quality. There is a significant unobservable input relating to
characteristics specific to each property that could cause the fair value to differ from the property to
which it is being compared.
During the period ended September 30, 2021 the Corporation closed on the sale of 1 (December 31,
2020 - 1) of the foreclosed residential properties for a loss of $17,576 (December 31, 2020 $25,415). As at September 30, 2021, the Corporation is in possession of 2 properties acquired during
2020 through settlement of claims, with a carrying value of $100,000 and cash in trust of $282,912
related to unsettled claims.
For the year ended September 30, 2021:
Opening balance
Proceeds from sold foreclosed assets held for sale
Net loss on disposal of foreclosed assets held
for sale
Additions to foreclosed assets held for sale
Unrealized loss on foreclosed assets held for sale
Closing balance

$

Gross
448,446
(25,390)

Impairment
$
(65,534) $
-

Net
382,912
(25,390)

(30,506)
8,138
400,688

55,432
(7,674)
(17,776)

24,926
8,138
(7,674)
382,912

571,351
138,625
(239,603)

(46,672)
-

524,679
138,625
(239,603)

(72,087)
50,160
448,446

46,672
(65,534)
(65,534)

(25,415)
50,160
(65,534)
382,912

For the year ended December 31, 2020
Opening balance
Transfer from mortgage receivables
Proceeds from sold foreclosed assets held for sale
Net loss on disposals of foreclosed assets held
for sale
Additions to foreclosed assets held for sale
Unrealized loss on foreclosed assets held for sale
Closing balance

Total cash proceeds on disposals of foreclosed assets held for sale was $25,390 (December 31,
2020 - $239,603).
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7.

LOANS RECEIVABLE
Loans receivable represents advances to entities who were related through key management at the
time that the loans advanced. These loans are secured against residential property. The total gross
value of the loans receivable as at September 30, 2021 is $703,381 (December 30, 2020 $703,381), with a total provision of $703,381 (December 30, 2020 - $703,381), resulting in a carrying
value of these loans at $nil (December 30, 2021 - $nil).
During 2017, the four entities to whom the loans receivable had been advanced were subject to
receivership or bankruptcy proceedings. The provision for impairment of loans receivable is based on
valuations from court orders issued in the year and the net receivable reflects the amount expected
to be recoverable by the Corporation. Subsequent to year-end (Note 18) the matter was settled.

8.

TRADE AND OTHER PAYABLES
2021
Accrued liabilities
Trade payables

2020

$

15,000
4,654

$

30,000
153,460

$

19,654

$

183,460

Trade and other payables are non-interest bearing and are normally settled on 30 day terms.
9.

ADVANCES FROM SHAREHOLDERS
Amounts due to common shareholders or companies controlled by those shareholders are
unsecured, due on demand and do not bear interest.

10. RELATED PARTY TRANSACTIONS
Caplink Financial Corporation (CFC) is related by virtue of providing the management functions of the
Corporation.
Included in management fees for the current period are $328,572 (September 30, 2020 - $328,527)
paid to CFC for services rendered relating to a management agreement. Included in due to related
party is $23,567 (September 30, 2020 - $11,622) related to outstanding management fees to be paid.
Included in legal fees for the current period are $473 (September 30, 2020 - $1,200) paid to CFC for
services rendered relating to the derivative lawsuit (Note 14) that was based on an order approved by
the courts.
Included in general and administrative fees for the current period are $29,899 (September 30, 2020 $nil) paid to CFC for services rendered relating to assistance with strategic matters.
Included in director fees for the current year are $120,215 (September 30, 2020 - $129,455) paid to
related individuals for services rendered based on an order approved by the courts.
At September 30, 2021 trade and other payables includes payables of $22,179 and receivables of
$6,975 due to and from related parties (December 31, 2020 - payables of $59,917 receivable of
$6,975).
All of the above transactions were conducted in the normal course of operations, in compliance with
the court order and are measured at the exchange amount, which is the amount of consideration
established and agreed to by the related parties.
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11. SHARE CAPITAL
Authorized:
Unlimited Class A common voting shares without par value
Unlimited Class B preferred shares without par value
2021
Shares
Issued and fully paid:
Class A common voting shares
Class B non-voting preferred
shares (Note 12, 14)

12.

1,000
38,339,437

2020
Amount

$

Shares

1,000

1,000

$ 27,450,590

38,339,437

Amount
$

1,000

$ 27,450,590

CLASS B PREFERRED SHARES
Class B preferred shares are redeemable at the sole discretion of the Corporation and holders are
entitled to receive non-cumulative preferential dividends in an amount up to an annual dividend target
rate of 7%, on a pro rata basis if and when declared by the Corporation. In 2016, the stated capital of
the shares was reduced to $0.716 per share.
No dividends were declared or paid during the 9 months ended September 30, 2021 and 2020. As at
September 30, 2021, there were amounts payable to shareholders of $2,126 (December 31, 2020 $134,875).
During the 9 months, the Corporation did not repurchase any class B preferred shares (December
31, 2020 - 26,785,796 class B preferred shares were repurchased for $15,000,499). As at September
30, 2021, the Corporation has 38,339,437 class B preferred shares (December 31, 2020 38,339,437). The Corporation has received redemption requests for 19,678,342 (December 31, 2020
- 19,678,342) of class B redeemable preferred shares. Total redemption requests equate to 51.33%
(December 31, 2020 - 51.33%) of the total preferred shares outstanding.

13. BASIC AND DILUTED EARNINGS PER SHARE
The following tables reconciles the numerators and denominators of the basic and diluted profit per
share.
2021
Basic and diluted profit per share calculation
Numerator for basic and diluted profit per share:
Income and other comprehensive income for the
period before dividends
Denominator for basic and diluted profit per share:
Weighted average shares
Basic and diluted profit per share

$

673,122

2020

$

38,339,437
$

0.02

807,464
63,951,061

$

0.01

The Class A common voting shares are not included as part of the earnings per share calculation as
the Class B preferred shareholders are required to receive an annual dividend of 7% before the Class
A shareholders are entitled to receive distributions.
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Notes to Consolidated Interim Financial Statement
(Expressed in Canadian Dollars)
For the Nine Month Period Ended September 30, 2021
(Unaudited)
14. CONTINGENCIES
Six different consulting fee agreements have been put into place for various Class A shareholders of
the Corporation. Under the consulting agreements, a consulting fee is permitted based on standard
rates established by each consultant. The consulting fees are limited to a maximum of 25% of the net
profit after payments to Class A and Class B shareholders of the Corporation each year. These
agreements are in effect until 2032. Management has not engaged these consultants to provide
services therefore does not believe these agreements will have any financial impact on the
Corporation. Refer to note 18 for additional information related to the consulting agreements settled
subsequent to period end.
The outbreak of the Coronavirus Disease 2019, or COVID 19, has spread across the globe and is
impacting worldwide economic activity. This global pandemic poses the risk that we or our clients,
employees, contractors, suppliers, and other partners may be unable to conduct regular business
activities for an indefinite period of time. To date, much of the potential mortgage defaults as a result
of the virus have not materialized, however, it is not possible at this time to estimate the impact of
new COVID 19 variants on our business in the future. The continued spread of COVID 19 Delta and
Omicron variant, and the measures that may be taken by the federal, provincial and municipal
governments to contain its impact could adversely impact our business, financial condition or results
of operations. Specifically, it could have a material impact on some of our clients’ ability to make
monthly mortgage payments, on the value of some underlying real estate assets securing the
mortgage portfolio, and on the value of some foreclosed assets. The extent to which the COVID 19
outbreak impacts our results continues to depend on future developments that are highly uncertain
and cannot be predicted, including new information that may emerge concerning the spread of the
virus and government actions. Off-shoots of the Pandemic, specifically global inflation, may pose
additional adverse impacts to our business, and to our clients’ ability to meet their financial
obligations.
Contingencies resolved subsequent to year end (Note 18):
On May 29, 2017 a class action lawsuit against the Corporation and numerous other defendants was
commenced by the Class B shareholders of the Corporation. The shareholders are seeking
unspecified damages. Management does not believe this lawsuit will have any financial impact on the
Corporation.
On August 31, 2017 the Corporation filed a statement of claim against the non-independent directors
of the Corporation and parties related to them for damages totaling $12.4 million. This was amended
in August 2018 to $66 million. The allegation is denied and is being defended by the directors of the
Corporation and parties related to them. Total legal fees incurred related to the derivative lawsuit
included in legal fees in the 9 month period ending September 30, 2021 was $5,238 (September 30,
2020 - $53,021). To date the Corporation has incurred legal fees of $491,695 related to the
derivative lawsuit.
On April 30, 2019, CMS Financial Management Services Ltd. (CMS), the former fund manager, filed
a claim against Caplink Financial Corporation (the Manager) for which the Corporation is required to
indemnify the Manager. The claim is for $580,848 in unpaid monthly installments under a
compensation agreement, whereby the Manager obtained the rights to enter into the current
management agreement, and $150,000 in damages. Management does not believe this lawsuit will
have any financial impact on the Corporation, and will vigorously defend itself.
On October 19, 2020, CMS, CMS Real Estate Ltd., Gerry Macdonald and Maureen Macdonald filed
an amended statement of claim for $211,577 against the Corporation for indemnity of damages
caused to them by the Class Action lawsuit and the Derivative lawsuit (statements claim May 29,
2017 and August 31, 2017 above). The financial impact of this action is undetermined.
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Notes to Consolidated Interim Financial Statement
(Expressed in Canadian Dollars)
For the Nine Month Period Ended September 30, 2021
(Unaudited)
15. NON-CAPITAL TAX LOSSES CARRIED FORWARD
The Company has incurred losses of $29,290,454 for tax purposes up to December 31, 2020 which
are available to reduce future taxable income. Such benefits will be recorded as an adjustment to the
tax provision in the year realized. The losses will expire as follows:
2031
2032
2033
2034
2035
Thereafter

$

512,840
2,938,142
933,134
1,971,340
9,148,858
13,786,140

$ 29,290,454

16. CAPITAL MANAGEMENT
The Corporation defines capital as being funds raised through redeemable investment shares sold.
The Corporation manages capital to support ongoing investment activities of the Corporation, and to
preserve shareholders’ equity. The Board of Directors reviews and approves material transactions
out of the ordinary course of business, if any. There have been no material changes during the year
in relation to the objectives and strategies with respect to capital risk management.
17. FINANCIAL INSTRUMENTS
The Corporation's financial instruments consist of cash, term deposits, mortgage and other
receivables, trade and other payables, due to related party, redeemable preferred share payable, and
advances from shareholders.
Fair Value
The Corporation's carrying value of its financial instruments approximates its fair value due to the
immediate or short term maturity of these instruments.
All financial instruments carried at fair value are categorized in one of three categories:
Level 1 – Values based on unadjusted quoted prices in active markets that are accessible at
the measurement date for identical assets or liabilities.
Level 2 – Values based on quoted prices in markets that are not active or model inputs that
are observable either directly or indirectly for substantially the full term of the asset or liability.
Level 3 – Value based on prices or valuation techniques that require inputs that are
both unobservable and significant to the overall fair value measurement.
During the period ended September 30, 2021, there were no transfers between levels of the fair
value hierarchy.
(continues)
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17. FINANCIAL INSTRUMENTS (continued)
Risk Management
The Company is exposed to risks of varying degrees of significance from its use of financial
instruments which could affect its ability to achieve its strategic objectives for growth and
stakeholder returns. The principal risks to which the Company is exposed, and the actions taken to
manage them, are described below.
Credit Risk
Credit risk arises from the potential that a counter party will fail to perform its obligations. The
Corporation is exposed to credit risk to the extent that its mortgage customers may experience
financial difficulty and would be unable to meet their obligations. The Corporation has a significant
number of customers, which minimizes concentration of credit risk.
Climate risk
Climate change has become more apparent in its impacts on weather in regions where we conduct
our business. Distinct changes in weather patterns, tornadoes, flooding, forest fires and drought
have become a reality in 2021 in Canada impacting livelihoods and property. These impacts may
affect Crossroads’ ability to realize on mortgage securities issued either through borrower repayment
or enforcement (foreclosure) on security for its loans.
Liquidity Risk
Liquidity risk is the risk that the Corporation may not have cash to meet financial liabilities as they
come due. The Corporation is exposed to liquidity risk to the extent of share redemption requests on
the Class B preferred shares. However the Corporation mitigates this risk by reserving the right to
have the sole discretion to redeem the Class B shares. The Corporation closely monitors its liquidity
position to ensure that it has sufficient cash to meet liability obligations as they become due.
The contractual obligations related to financial liabilities are as follows:
Redeemable
Trade and
preferred
other payables shares payable
2021
2020

$

19,654 $
183,460

Due to related
party

2,126 $
134,875

Crossroads-DMD Mortgage Investment Corporation

Advances from
shareholders

41,181 $
6,750

15,520 $
15,520

Total
78,481
340,605
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18. SUBSEQUENT EVENTS
Subsequent to the period end September 30, 2021, the following subsequent events occurred:
1. The Corporation was issued a letter from the Canada Revenue Agency outlining an audit of
the income tax return for the 2016 and 2017 fiscal year. The outcome and estimate of any
outlay of cash as a result of the audit cannot be reasonably estimated by management at this
time.
2. The Corporation received the required Court Order to approve the settlement of the derivative
action outlined in Note 14. Terms of the settlement include a payment to the Corporation of
$300,000, an obligation of non-independent directors to resign as directors of the Corporation
and mutual releases and discharges. The resigning directors who, directly or indirectly, control
60 percent of the Class "A" shares of the Corporation, have also agreed to vote in favour of,
and otherwise agree to support, among other things, a special shareholders’ resolution that is
expected to be considered in due course to provide voting rights in respect of the Class "B"
shares of the Corporation. As a direct result of the settlement of the derivative lawsuit, the
following lawsuits (outlined in detail on Note 14) have been settled:
a) Class action lawsuit against the Corporation by the Class B Shareholders of the
Corporation. No amounts were required to be paid by the Corporation as a result of the
settlement.
b) CMS lawsuit against the Corporation for unpaid monthly installments under a compensation
agreement. No amounts were required to be paid by the Corporation as a result of the
settlement.
c) CMS, CMS Real Estate Ltd., Gerry Macdonald and Maureen Macdonald's' amended
statement of claim against the Corporation for indemnity of damages caused by the Class
Action lawsuit and the Derivative Lawsuit. No amounts were required to be paid by the
Corporation as a result of the settlement.
3. The Corporation also received the required Court Order to approve the settlement of the
outstanding loans receivables and foreclosed assets held for sale outlined in Note 6 and 7.
The closing documents are yet to be finalized and there is approximately $1,027,606 in trust
through receivership that the Corporation is now entitled to.
4. The Corporation terminated five out of the six consulting agreements with the various Class A
shareholders of the corporation that permitted a consulting fee up to a maximum of 25% of the
net profit after payments payments to the Class A and B shareholders outlined on note 14.
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CROSSROADS DMD MORTGAGE INVESTMENT CORPORATION
SHAREHOLDER UPDATE FROM MANAGEMENT – SEPTEMBER 2021
SUMMARY BALANCE SHEET
As at September 30, 2021, Crossroads has $9,995,045 in cash.
During the Q3 2021, Crossroads’ cash increased by $639,309, collected payouts on 20 loans totalling
$1,337,341 and monthly loan payments in aggregate of $597,831.
During Q3 2021, Crossroads increased funding by $957,547 on 5 loans. Crossroads' portfolio at
period end:

Type

#loans

Security

Rate %

Receivable

Provision

Net

Commercial

1

1

8.75

233,342

(-)

233,342

Residential

24

1

6-12

3,355,593

(-)

3,355,593

Residential

183

2

9-18.07

8,726,994

(388,037)

8,338,957

Residential

1

3

17.5

TOTALS

209

28,922
12,344,851

(-)
(388,037)

28,922
11,956,814

Of the twenty- four residential first mortgages, none are in foreclosure.
Of the 183 residential second mortgages, nine are in foreclosure and six of the foreclosure files
(principal of $352,694) require an aggregate provision of $150,628. Sixteen mortgages not in
foreclosure (principal of $787,312) require an aggregate provision of $237,409.
The geographical distribution of Crossroads’ mortgages held is:
Geography

#loans

Ave Rate %

Receivable

Provision

Net

Calgary

79

16.00%

3,707,125

(98,150)

3,608,975

Edmonton

64

14.01%

3,555,874

(128,520)

3,427,354

Manitoba

9

15.42%

400,809

Alberta

52

10.98%

4,261,510

(161,367)

Saskatchewan

1

9.75%

137,342

(-)

137,342

British Columbia
TOTALS

4

14.91%

282,191

(-)
(388,037)

282,191

209

12,344,851

(-)

400,809
4,100,143

11,956,814

Titled Properties ($401,534) represents Crossroads' interest in net sale proceeds of 2 properties for
which it held shared title with one or two of the Other MICs 1, and an interest in two properties
“Other MICs” includes DMD II Mortgage Investment Corporation and Sun Country Mortgage Investment
Corporation

1

acquired last year, when the borrowers transferred title to the lender to settle their loan. This was a
syndicated loan, and Crossroads has a shared interest in these two titles.
Crossroads’ NAV is $0.5817.
Crossroads did not purchase any Class B shares during Quarter 3 in 2021. Currently, there are
38,339,467 Class B shares outstanding.

SUMMARY INCOME STATEMENT
For the 9 months of 2021, Crossroads earned $1,427,557 in interest income on its portfolio. This is
down compared to the prior year ($2,113,414) and is consistent with the reduction in mortgage
investments.
At September 30, 2021, the effective rate on the mortgage portfolio is approximately 13.84% (2020 –
13.97%). This is a weighted average of total annual interest on performing loans over the total
portfolio value.
Operating costs ($43,681) are less than the prior year by $24,216. This remains attributable to the
2020 cost of the share repurchase and the additional AGMs conducted in 2020. During 2021, only
one AGM was held. Operating costs include bank charges, insurance, office supplies, and fees paid to
security regulators related to syndicated mortgage investments funded by Crossroads.
Director Fees in 2021 ($120,215) are less than 2020 ($129,455) and reflects the additional work
required in 2020 to get audits, tax returns, and AGMs caught up. Fewer regular meetings were
required so far in 2021 to deal with general Board activities.
Professional Fees in 2021 ($327,019) represents audit, legal and consulting fees. $277,457 of this
year’s fees is related to professional advice sought by the Board in considering strategic alternatives.
Credit Losses year to date shows a net recovery of $80,053 at the end of Q3, and is a result of the
reduction in expected future loan losses on the balance sheet and a small recovery realized during
Q3.
MANAGEMENT OUTLOOK
So far this fall, residential real estate markets in Calgary and Edmonton show signs of stabilizing as
supply and demand continue move towards a more balanced market. Initial figures published by the
Edmonton Realtors Association and the Calgary Real Estate Board suggests that prices and sales have
started to slow, but it is still a sellers market.
Both markets are experiencing an upward trend in number of listings, and it is Management’s opinion
that this increase in supply will keep pressure on pricing. Management is also anticipating increased
stabilization for the single detached home market through additional support for first time home
buyers promised by the Liberal Party during their recent election campaign. There are several
programs currently in place, such as the 10% co-purchase program with the federal government and
the Home Buyers Program which allows up to $35,000 to be borrowed from an RRSP account toward

a home purchase. The form of the additional support is not yet clear, but enhancements to these
programs could provide support for more first time homeowners to step into the market.
Covid is still fogging up near term economics. With the broad Federal assistance programs being
replaced with more ‘focused’ supports and the unsettled work from home trend, it is not yet clear
what our “new normal” will look like. Many employers are calling their workforce back to the
workplace, while others have realized savings by not having to provide work space. We feel that this
impact of Covid will result in some permanent shifts for some employees. This will provide some
additional support for the residential real estate market. Another unexpected Covid related outcome
is the global interruption to the supply chain. This will have a real impact on inflation and
employment in the near term, and may delay or prevent individuals’ deciding to make the leap to
home ownership.
Management continues to source mortgages, with loan to values of 75% or less, in the detached
single family home segment of the market in larger urban centers for Crossroads’ portfolio.
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Shareholders’ Update – September 2021
Summary Balance Sheet
Assets
Cash & GIC
Prepaid & A/R
Mortgages
Credit Loss Provision
Titled Properties
Total Assets

(Unaudited)

(Unaudited)

(Audited)

2021
September

2020
September

2020
December

9,995,045
14,662
12,344,848
(388,037)
401,534
22,368,052

6,003,549
22,867
17,028,259
(1,175,965)
385,965
22,264,675

7,048,603
5,708
15,804,307
(1,288,127)
387,714
21,958,206

45,822
15,520
2,126
63,468

77,676
15,520
134,875
228,071

186,386
15,520
134,875
336,781

21,464,667
1,000
29,945,110
(29,794,316)
688,123
22,304,584

27,451,058
1,000
23,964,153
(30,187,028)
807,421
22,036,604

27,450,589
1,000
23,964,153
(30,187,030)
392,713
21,621,425

22,368,052

22,264,675

21,958,206

0.5817

0.5747

0.5648

38,339,467

38,339,467

38,339,437

Liabilities
Payables
Other Payables
Dividends Payable
Total Liabilities
Equity
Class B Shares @ $0.716/share
Class A Shares
Contributed Surplus
Prior Year Deficit
Current Earnings
Total Equity
Total Liabilities & Equity
NAV
Class B Shares Outstanding

Summary Income Statement
Revenues
Interest Income
Expenses
Operating costs
Director Fees
Professional Fees
Management fees
Credit Losses
Total Expenses

(Unaudited)

(Unaudited)

(Audited)

2021
9 mos

2020
9 mos

2020
12 mos

1,427,557

2,113,414

2,527,287

43,681
120,215
327,019
328,572
(80,053)
739,434

67,898
129,455
313,446
328,572
466,622
1,305,993

110,302
165,029
475,500
438,096
945,647
2,134,574

688,123

807,421

392,713

Dividends Paid
Net (Loss) Income

This information and any attachments are solely for the intended recipient and may contain confidential or privileged information. If you are not the intended recipient, any
disclosure, copying, use, or distribution of the information included in this message and any attachment is prohibited. If you have received this communication in error, please
notify us by reply email and immediately and permanently delete this message and any attachments. Thank you.

This information and any attachments do not constitute an offer to sell or a solicitation of an offer to purchase any securities of Caplink Financial Corporation or any other entity
described herein. All securities offerings carried out by Caplink and/or other entities described herein will be made to qualified purchasers in specified jurisdictions by delivery to
them of formal offering documentation prepared specifically for the purpose of making such an offer and in compliance with applicable securities laws of the specific jurisdiction in
which the offering is being made.
This information and any attachments are provided for information purposes only and does not constitute any representation, warranty of covenant of Caplink or other entities
described herein.
Some of the statements herein or in any attachments, including those relating to projected future financial performance or events, are considered forward-looking statements
within the meaning of securities laws. Forward-looking statements give our expectations or forecasts of future events. sometimes these statements will use words such as
‘anticipate’, ‘estimate’, ‘expecting’, ‘project’, ‘intend’, ‘plan’, ‘believe’, ‘outlook’, ‘forecast’ and other similar words. These statements are not guarantees of future performance and
are subject to risks, uncertainties and other important factors that could cause actual performance to be materially different from those projected.

SCHEDULE "D" TO APPENDIX D – ORDER OF COURT OF QUEEN'S BENCH OF ALBERTA IN
RESPECT OF THE INDEPENDENT COMMITTEE
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1801-08982

COURT

QUEEN'S BENCH OF ALBERTA

JUDICIAL CENTRE

CALGARY

APPLICANT

ROBERTA OTT

RESPONDENTS

CROSSROADS-DMD MORTGAGE INVESTMENT
CORPORATION, GERRY MACDONALD, GERRY GARVEY and
JAMES DEVLIN
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ORDER
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ADDRESS FOR SERVICE AND CONTACT DLA PIPER(CANADA)LLP
INFORMATION OF PARTY FILING THIS
Barristers and Solicitors
DOCUMENT
1000, 250 — 2" Street S,W:
Calgary, AB T2P OC1
G. Brian Davison, Q.C.
Telephone (403)294-3590
Fax (403) 776-8864
Email: briandavison@dlapiper.com
FILE: 039387-00001/GBD

DATE ON WHICH ORDER WAS PRONOUNCED:

o7mAgerq 2ot9

LOCATION WHERE ORDER WAS PRONOUNCED:

Calgary Court Centre

NAME OF JUDGE WHO MADE THIS ORDER:

Justice J. Eamon

ORDER

ON THE APPLICATION of the Applicant, Roberta Oft ("Ott"), AND ON NOTING THE
CONSENT of the Respondent, Crossroads DMD Mortgage Investment Corporation
("Crossroads") through its Investment Fund Manager, Caplink Financial Corporation (Caplink");
and the Respondents, Gerry Macdonald, Gerry Garvey and James Devlin (the "Existing
Directors"); AND ON READING the Affidavits of Ott filed June 25, 2018 and July 13, 2018,
the Affidavit of Brian Menges ("Menges") filed July 13, 2018, and the Affidavit of Janie Hart
filed October 19, 2018 and the cross-examination transcripts of Ott and Menges, AND ON
HEARING counsel for Ott, Crossroads and the Existing Directors and the written Briefs filed,

LEGAL_CAL-14016767

AND UPON NOTING THE CONSENT of counsel for Ott, Crossroads and the Existing
Directors;
IT IS HEREBY ORDERED THAT:
1.

Three additional directors (the "Independent Directors") shall be appointed to the board
of directors of Crossroads to hold office until further Order of this Court, to perform the
duties and functions specified in this Order.

2.

The Independent Directors shall be independent of the Class "A" and Class "B"
shareholders of Crossroads, the Existing Directors and Caplink and shall be free from any
interest and any other business or other relationship that could reasonably be expected to
interfere with his or her ability to act with a view to the best interests of Crossroads, The
Independent Directors shall be appointed as follows;

3.

(a)

One Independent Director shall be the nominee of Ott and Caplink;

(b)

One Independent Director shall be the nominee of the Existing Directors;

(c)

One Independent Director shall be nominated on mutual agreement of Ott,
Caplink and the Existing Directors, and, failing mutual agreement, by this Court
from a list of candidates submitted by the parties; and

(d)

In the event that the independence or competence of a nominee is challenged, the
challenger shall bring an application to this Court for determination as to whether
that nominee is qualified to act as an Independent Director.

The Independent Directors shall form and constitute an independent committee (the
Independent Committee") of the board of Crossroads for the following purposes:
(a)

To review, consider, approve and execute the financial statements of Crossroads
for fiscal year 2016;

(b)

To review, consider, approve and execute the tax return of Crossroads for fiscal
year 2016;

(c)

Within 14 days of the approval and execution of the financial statements of
Crossroads for fiscal year 2016, call an annual general meeting of Crossroads to
which all Class "A"and Class "B" shareholders shall be invited;

(d)

Select the independent external auditor of Crossroads for fiscal years 2017 and
2018;

(e)

Instruct the preparation of the financial statements of Crossroads for fiscal years
2017 and 2018;

(f)

With respect to fiscal years 2017 and 2018, to fulfill the functions described in
paragraphs 3(a)(b) and (c) above;
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(g)

Review, approve and execute and deliver Crossroads' valuation statements for
trustees holding Crossroads shares;

(h)

Call, attend, participate in and vote at all other meetings and business of the board
of directors of Crossroads with board meetings to be held at least quarterly;

(i)

Communicate with Class "A" and Class "B" shareholders; and
Such other roles and functions as may from time to time be directed or ordered by
this Court.

4.

The Independent Committee shall perform its duties in accordance with the terms
specified in Schedule "A" to this Order.

5.

In the event, an Independent Director resigns from the board of Crossroads, his/her
replacement shall be appointed in accordance with paragraph 2 above.

6.

The Independent Directors shall be entitled to retain and instruct professional advisors
and shall have standing to participate as interested parties in this Action, including the
right to seek advice and direction from the Court.

7.

The Independent Directors and their professional advisors shall be remunerated by
Crossroads in accordance with their standard rates for the provision of their services. The
Independent Directors shall be provided with insurance placed on their behalf by, and
paid for by Crossroads, and be provided with a written indemnity from Crossroads in a
form satisfactory to Crossroads, the Existing Directors and the Independent Directors.

8.

No action or proceeding shall be brought against the Independent Directors without leave
having been first obtained from this Court.

9.

The approval and execution of the annual financial statements and tax returns of
Crossroads and the execution of valuation statements as contemplated by paragraph 3(g)
above, shall be entirely without prejudice to the rights of the Existing Directors to dispute
the accuracy of such documents in any action commenced against the Existing Directors,
including a derivative action which has been brought against the Existing Directors by
Caplink, Action No. 1701-11656 (the "Derivative Action"). The audited financial
statements and tax returns shall not constitute an admission of wrongdoing on the part of
the Existing Directors.

10.

To the extent there is a conflict between the terms of this Order and Crossroads' Articles
of Incorporation or corporate bylaws, this Order shall govern the rights and obligations of
the parties. Further, there shall be no claim or cause of action against Crossroads or the
Existing Directors due to complying with the terms of this Order.
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12.

Any party may seek this Court's advice and direction concerning the subject matter of
this Order and related matters, on notice to all parties.

1 3.

There shall be no costs in respect of this Order.

14.

This order may be consented to in counterpart and by facsimile or electronically.

JusticeNaSter of the Queen's Bench of Alberta
CONSENTED TO THIS
7/1 rev
, 2019

DAY OF

CONSENTED TO THIS et' DAY OF
, 2019.

DLA PIPER(CANADA)LLP

OSLER, HOSKIN & HARCOURT LLP

Per: .,>-77(1
G. fTtlan Davison, QC.
Counsel for the Applicant,
Roberta Ott

Per:

ap NSENTED TO TILTS(
4 DAY OF
C
,2019

PEACOC
LLP

.INDER HALT & MACK

Per:
Edward W. Halt, Q.C.
Counsel for Crossroads-DMD
Mortgage Investment Corporation
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Tri ram Mallett / Matthew M. Huys
Counsel for the Existing Directors

SCHEDULE "A"
Authority and Reporting
1.

In discharging its duties and responsibilities, the Special Committee shall have the
authority to:
(a) inspect any and all of the books and records of the Corporation, its subsidiaries
and affiliates;
(b) discuss with Caplink, any affected party, contractors and consultants of the
Corporation and the Auditor, such accounts, records and other matters as any
member of the Special Committee considers necessary and appropriate;

(c) work with and to direct Caplink to cooperate with the Special Committee and the
professional advisors employed by the Special Committee on such basis as the
Special Committee considers necessary or advisable in respect of the preparation
of the 2016 audited annual financial statements or to otherwise fulfil its mandate
hereunder including, without limitation, through the provision of information
concerning the business and affairs of the Corporation and attendance at meetings
of the Special Committee or with members of the Special Committee;
(d) engage independent legal counsel and other advisors (including a second firm of
external auditors) as it determines necessary to carry out its duties; and
(e) set and pay the compensation for any advisors employed by the Special
Committee.
2. The Special Committee shall report to the Board as to its activities and progress at
regularly called and conducted meetings of the Board as a whole, and as otherwise
deemed advisable.
Appointment of Auditor and Establishment of Audit Plan
3.

The Special Committee's primary duties and responsibilities regarding its audit function
are to:
(a) on an ongoing basis, review with the Auditor the 2016 audit function generally,
including the objectives, staffing, locations, co-ordination, and scope of the audit
of the 2016 financial statements of the Corporation;
(b) review with the Auditor, Caplink, and the Existing Directors and monitor the
management of, the principal risks that could affect the financial reporting of the
Corporation;
(c) review and assess the framework of and consider the integrity of the
Corporation's financial reporting process and system of internal controls
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regarding financial reporting and accounting compliance through discussions with
Caplink and the Auditor; and
(d) provide an avenue of communication among the Auditor, Caplink and the Board,
and direct the Auditor to report directly to the Special Committee.
4.

The Special Committee shall, in connection with the financial aspects of the
Corporation's business:
(a) review with Caplink, the Auditor, and the Existing Directors significant financial
reporting issues arising during the 2016 fiscal period and the resolution or
proposed resolution of such issues;
(b) review any problems experienced or concerns expressed by the Auditor in
performing an audit, including any restrictions imposed by Caplink or significant
accounting issues on which there was a disagreement with Caplink;

(c) review and evaluate any recommendations of the Auditor and decide the
appropriate course of action;
(d) consider consistency of the data reported in the 2016 financial statements with
prior periods, as necessary;
(e)

consider, assess, and discuss with the Auditor the methodology and assumptions
used to prepare the 2016 financial statements;

(1) review the 2016 audited annual financial statements and related documents in
conjunction with the report of the Auditor and significant variances between the
comparative reporting periods for 2015;

(g) review, independently of Caplinlc, the results of the 2016 annual external audit
and the audit report thereon, and discuss with the Auditor the quality of
accounting principles used, any alternative treatments of financial information
that have been discussed with Caplink, the ramifications of their use and the
Auditor's preferred treatment and any other material communication with
Caplink;
(h) consider and review with Caplink:
i. all unadjusted errors identified by the Auditor;
ii. the internal control memorandum or management letter containing the
recommendations of the Auditor and Caplink's response, if any, including
any evaluation of the adequacy and effectiveness of the internal financial
controls of the Corporation and subsequent follow-up to any identified
weakness;
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(i) before release to the Shareholders, review and if appropriate, recommend for
approval by the Board, all disclosure documents containing audited or unaudited
financial information; and
(j) review all related party transactions and the development of policies.
5.

For the purposes of the foregoing, the Special Committee will have unrestricted and open
access to all relevant information relating to the Corporation, it being understood that the
Special Committee will be entitled, without further authorization from the Board, to
consider all matters that it may consider relevant to fulfill the foregoing responsibilities.

6.

Upon completion of the audit by the Auditor, review with Caplink and the Auditor, and
recommend to the Board for approval and release to shareholders, the 2016 annual
financial statements of the Corporation, together with related reports to shareholders.

2017 and 2018 Audited Financial Statements
7.

Following the approval and release of the 2016 annual financial statements, the Special
Committee shall undertake to complete the 2017 and 2018 audited financial statements
using the same process set out above for the 2016 annual financial statements.

Governance of Special Committee
8.

The Special Committee will, subject to any express terms in this resolution, determine its
own procedures, including, without limitation; the process for notice and conduct of
meetings, the appointment of a Secretary, the timing and place of meetings, and such
other procedures as it considers necessary or advisable, For the avoidance of doubt, the
Secretary shall be independent of Caplink and the Existing Directors.

9.

The Special Committee will appoint a Secretary (who may or may not be a member of
the Special Committee) to keep minutes of its meetings.

10.

A quorum for meetings of the Special Committee will be two members, with all decisions
to be made by majority vote of the members present at the applicable meeting of the
Special Committee.

1 1.

Meetings of the Special Committee will be held from time to time at such place as the
Chair of the Special Committee may determine and the Chair will be entitled to call
meetings of the Special Committee as appropriate. Any two members of the Special
Committee also will be entitled to call meetings of the Special Committee as appropriate.

12,

Notice of every meeting so called will be given to each member not less than 3 business
days before the time when the meeting is to be held, except that no notice of a meeting
will be necessary if all members are present either in person or by means of conference
telephone or if those absent have waived notice or otherwise signify their consent to the
holding of such meeting.
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13.

Any member of the Special Committee may participate in a meeting by conference
telephone or other communications equipment by means of which all persons
participating in the meeting can hear each other and a member participating in a meeting
pursuant to this section will be deemed for all purposes to be present in person at the
meeting.

14.

After a decision of the Special Committee is made, any member of the Special
Committee is authorized to execute in the name of and on behalf of the Corporation any
document necessary for or in connection with the performance of its obligations and
duties set out in this resolution including without limitation, the execution of
any
engagement, compensation or indemnification agreement with professional advisors.
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COURT FILE NUMBER

1801-08982

COURT

QUEEN'S BENCH OF ALBERTA

JUDICIAL CENTRE

CALGARY

APPLICANT

ROBERTA OTT

RESPONDENTS

DOCUMENT

CONSENT ORDER

ADDRESS FOR SERVICE AND CONTACT PEACOCK LINDER HALT & MACK LLP
INFORMATION OF PARTY FILING THIS Suite 4050, 400 -3rd Avenue SW
Calgary, Alberta, T2P 4H2
DOCUMENT
Edward W. Halt, Q.C.
Telephone (403) 296-2280
Fax (403) 296-2299
FILE: 7010/EWH
DATE ON WHICH ORDER WAS PRONOUNCED:
LOCATION WHERE ORDER WAS PRONOUNCED:
NAME OF JUDGE WHO MADE THIS ORDER:

Justice J. Eamon

CONSENT ORDER
ON THE APPLICATION of the Respondent in the Originating Application, Crossroads DMD
Mortgage Investment Corporation ("Crossroads") through its Investment Fund Manager, Caplink
Financial Corporation; AND ON NOTING the appointment of Neil Wittmann, Steve Allan,
Gerry Wagner (the "Independent Directors") pursuant to the March 7, 2019 Order of Justice
Eamon in this Action (the "March 7 Order"); AND ON NOTING THE CONSENT of the
Applicant in the Originating Application, Roberta Ott ("Ott") and the Respondents, Gerry
Macdonald, Gerry Garvey and James Devlin (the "Existing Directors");
IT IS HEREBY ORDERED THAT:
l.

Paragraph 3 of the March 7, 2019 Order of Justice Eamon in this Action (the "March 7
Order") is replaced with the following:

00532236v3

CAN; 29346310 1

APPENDIX E
INFORMATION CONCERNING DURUM OPPORTUNITIES FUND

APPENDIX E
INFORMATION CONCERNING DURUM OPPORTUNITIES FUND
GLOSSARY OF TERMS ............................................................................................................................... 3
FORWARD-LOOKING STATEMENTS......................................................................................................... 3
CORPORATE STRUCTURE ........................................................................................................................ 4
DESCRIPTION OF THE BUSINESS ............................................................................................................ 5
DIVIDENDS OR DISTRIBUTIONS ............................................................................................................... 9
FINANCIAL STATEMENTS AND MANAGEMENT'S DISCUSSION AND ANALYSIS ................................ 9
DESCRIPTION OF CAPITAL STRUCTURE .............................................................................................. 10
CONSOLIDATED CAPITALIZATION ......................................................................................................... 13
INCENTIVE SECURITIES AND OPTIONS TO PURCHASE TRUST UNITS ............................................ 14
PRIOR SALES ............................................................................................................................................ 14
ESCROWED SECURITIES AND SECURITIES SUBJECT TO CONTRACTUAL RESTRICTIONS ON
TRANSFER ................................................................................................................................................. 14
PRINCIPAL UNITHOLDERS AND SELLING UNITHOLDERS .................................................................. 14
TRUSTEES AND OFFICERS ..................................................................................................................... 14
INDEBTEDNESS OF TRUSTEES .............................................................................................................. 17
EXECUTIVE COMPENSATION ................................................................................................................. 17
AUDIT COMMITTEE AND CORPORATE GOVERNANCE ....................................................................... 17
RISK FACTORS .......................................................................................................................................... 18
LEGAL PROCEEDINGS AND REGULATORY ACTIONS ......................................................................... 23
INTERESTS OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS ................................. 23
AUDITORS, TRANSFER AGENTS AND REGISTRARS ........................................................................... 23
MATERIAL CONTRACTS ........................................................................................................................... 24
EXPERTS.................................................................................................................................................... 28
SIGNIFICANT ACQUISITIONS................................................................................................................... 28
REPORTING REQUIREMENTS ................................................................................................................. 28

E-2

ADDITIONAL INFORMATION .................................................................................................................... 28

SCHEDULE "A" TO APPENDIX E

-

Audited Annual Financial Statements for the Year
Ended December 31, 2020

SCHEDULE "B" TO APPENDIX E

-

Audited Annual Financial Statements for the Year
Ended December 31, 2019

SCHEDULE "C" TO APPENDIX E

-

Unaudited Interim Financial Statements for the Period
Ended September 30, 2021

SCHEDULE "D" TO APPENDIX E

-

Management's Discussion and Analysis for the Year
Ended December 31, 2020 and the Period Ended
September 30, 2021

E-3

GLOSSARY OF TERMS
Capitalized terms used in this Appendix E, but not otherwise defined herein, have the meanings set forth
in the "Glossary of Terms" section in the Information Circular.
FORWARD-LOOKING STATEMENTS
Certain statements and materials contained in this Appendix E may contain "forward-looking information"
or "forward-looking statements" within the meaning of applicable Canadian securities laws (collectively,
"forward-looking statements"). Forward-looking statements can often be identified by the use of
terminology such as "subject to", "believe", "anticipate", "plan", "target", "expect", "intend", "estimate",
"project", "outlook", "may", "will", "should", "would", "could", "can", the negatives thereof, variations thereon
and similar expressions, or by discussions of strategy. Forward-looking statements are disclosure regarding
possible events, conditions or results of operations that is based on assumptions about future economic
conditions and courses of action believed to be reasonable and includes future-oriented financial
information ("FOFI") with respect to prospective results of operations, financial position, rates of return,
timing of the return of an investors capital contribution or cash flows that is presented either as a forecast
or a projection. FOFI is forward-looking information about prospective results of operations, rates of return,
timing of the return of an investors capital contribution, financial position or cash flows, based on
assumptions about future economic conditions and courses of action, and presented in the format of
possible rates of return depending on prospective values of the underlying assets in the future. These
statements are only predictions. Undue reliance should not be placed on these forward-looking statements
as there can be no assurance that the plans, intentions or expectations upon which they are based will
occur. By its nature, forward-looking information involves numerous assumptions, known and unknown
risks and uncertainties, both general and specific, that contribute to the possibility that the predictions,
forecasts, projections and other forward-looking statements will not occur and may cause actual results or
events to differ materially from those anticipated in such forward-looking statements. No financial outcomes
can be guaranteed.
These forward-looking statements are based on the opinions, estimates and assumptions of DOF and DCI
in light of its managements' experience and perception of historical trends, current conditions and expected
future developments, as well as other factors that DOF and DCI currently believe are appropriate and
reasonable in the circumstances.
Despite a careful process to prepare and review the forward-looking statements, there can be no assurance
that the underlying opinions, estimates and assumptions will prove to be correct.
Forward-looking statements are necessarily based on a number of opinions, estimates and assumptions
that DOF and DCI considered appropriate and reasonable as of the date such statements are made, are
subject to known and unknown risks, uncertainties, assumptions and other factors that may cause the
actual results, level of activity, performance or achievements to be materially different from those expressed
or implied by such forward-looking statements, including but not limited to the risk factors described in
greater detail under the heading entitled "Risk Factors" of this Appendix E. Should one or more of these
risks and uncertainties materialize, or should underlying assumptions prove incorrect, actual results may
vary materially from those described in forward-looking statements.
These factors should not be construed as exhaustive and should be read with other cautionary statements
in this Appendix E. Although DOF and DCI have attempted to identify important risk factors that could cause
actual results to differ materially from those contained in forward-looking statements, there may be other
risk factors not presently known to DOF or DCI or that such entity presently believes are not material that
could also cause actual results or future events to differ materially from those expressed in such forwardlooking statements. There can be no assurance that such information will prove to be accurate, as actual
results and future events could differ materially from those anticipated in such information. Accordingly,
readers should not place undue reliance on forward-looking statements, which speaks only as of the date
made. The forward-looking statements contained in this Appendix E represent DOF's and DCI's
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management's expectations as of the date of this Appendix E (or as the date they are otherwise stated to
be made) and are subject to change after such date. However, DOF and DCI disclaim any intention or
obligation or undertaking to update or revise any forward-looking statements whether as a result of new
information, future events or otherwise, except as required under applicable securities laws.
Please carefully consider the risk factors set out herein under "Risk Factors". All of the forward-looking
statements contained in this Appendix E are expressly qualified by the foregoing cautionary statements.
CORPORATE STRUCTURE
General
DOF is an unincorporated open-end investment trust governed by the laws of the Province of Alberta. DOF
was formed pursuant to a declaration of trust dated effective June 30, 2018 among the trustees of DOF
(the "Trustees"), Joseph Lougheed (as the initial unitholder of DOF) and DCI (the "Trust Indenture"). The
Trust Indenture was amended and restated pursuant to the DOF Declaration of Trust. DOF's registered
office is located at 15th Floor, Bankers Court, 850 – 2nd Street SW, Calgary, Alberta, T2P 0R8 and its head
office is located at 1212 – 34th Avenue SE, Calgary, Alberta, T2G 1V7.
DOF is not a reporting issuer in any jurisdiction of Canada and its securities are not listed for trading on a
stock exchange or over the counter market. No market for the securities of DOF presently exists.
DCI was incorporated on December 30, 2014 under the ABCA. DCI's head and registered office is located
at 1212 – 34th Avenue SE, Calgary, Alberta, T2G 1V7.
DCI is not a reporting issuer in any jurisdiction of Canada and its securities are not listed for trading on a
stock exchange or over the counter market. No market for the securities of DCI presently exists.
Inter-Corporate Relationships
The following chart illustrates DOF's subsidiaries and affiliates, the percentage of voting securities of each
subsidiary that are held by DOF and/or its affiliates, either directly or indirectly, and their respective
jurisdictions of incorporation, continuance, formation or organization as at the date of this Information
Circular.
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Durum Opportunities GP Inc. (the "General Partner") was incorporated on August 1, 2018 under the ABCA.
The General Partner's registered office is located at 15th Floor, Bankers Court, 850 – 2nd Street SW, Calgary,
Alberta, T2P 0R8 and its head office is located at 1212 – 34th Avenue SE, Calgary, Alberta, T2G 1V7.
Durum Opportunities LP (the "Limited Partnership") is an Alberta limited partnership that was formed on
August 2, 2018 under the Partnership Act (Alberta). The Limited Partnership's head office is located at 1212
– 34th Avenue SE, Calgary, Alberta, T2G 1V7.
DESCRIPTION OF THE BUSINESS
Summary Description of the Business
DOF is a mutual fund trust focused on creating value in special situations by developing unique alternatives
and taking decisive, considerate action, with the objective of achieving long term capital appreciation. DOF
is managed by DCI through the DOF Administration and Management Agreement. DCI is a private, Calgarybased asset manager with over $300 million of assets under administration across a diversified portfolio of
investments, including land development industrial real estate, carbon markets, energy, and the industry
agnostic opportunities fund. DCI aims to generate attractive returns by following a deliberate and timetested methodology of employing high-quality people, within a high standards culture, and aligning its
interests with its partners and managed funds.
Desirable investment opportunities for DOF are situations where financial stress or other legal or market
complexities have diminished the solvency, liquidity or marketability of the business. The objective of DOF
is to ultimately create value for existing investors by repairing deficiencies in underperforming businesses.
DOF believes these investments provide an opportunity for a return on investment commensurate with the
perceived risk. Accordingly, DOF invests in a broad spectrum of opportunities and is not limited by industry,
jurisdiction or any particular financial instrument. DOF may invest in secured debt, unsecured debt, minority
and or majority equity positions in other mutual fund trusts, partnerships, and corporations and in joint
ventures in any industry, in any country.
DOF's business is comprised of two key components:
1) income generating securities that receive monthly interest payments; and
2) securities that are focused on capital appreciation.
Income generating securities ensure that DOF has cash available to afford its regular expenses and uses
of liquidity including management fees, distributions and redemption, and is not reliant on fundraising,
issuance of new securities or sale of assets. Examples of income generating securities include deposits,
mortgages and other debt with regular interest payments, dividend paying stocks, royalties and mortgagebacked securities.
Securities focused on capital appreciation are expected to earn a premium as a result of reduced liquidity
and irregular timing of cash flows. Typically, these investments have a longer time horizon and returns are
only realized upon dispositions of the security. Examples of securities with a goal of capital appreciation
are private equity, convertible debt and other debt with accruing interest, partnership interests,
commodities, and real assets.
Approximately 78% of DOF's asset portfolio is income generating securities, and approximately 22% of
DOF's asset portfolio is capital appreciation securities. Income generated in the fiscal years ended 2018,
2019 and 2020 and during the period ended September 30, 2021 related to these segments is summarized
below:
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Fiscal Year / Period Ended
December 31, 2018
December 31, 2019
December 31, 2020
September 30, 2021

Income from Income
Generating Securities
$237,370
$1,458,654
$2,989,289
$2,001,963

Income from Capital
Appreciation Securities
($200,345)
($13,086)
$341,875
Nil

Management acquires and maintains a number of unique investments as further described below. As part
of this investment mandate, DOF acquires debt, equity, and payables with average transaction sizes
ranging from less than $1 million to $5 million. DOF's industry focus is agnostic and has a geographic focus
in North America. The portfolio includes, but is not limited to, the following types of securities:
1) Gross Overriding Royalties: DOF invests in upstream oil and gas properties structured to mitigate
producer insolvency risk to DOF. Limited capital inflows create an environment for DOF to earn
attractive risk and return characteristics on its investment.
2) Financial Restructuring: DOF purchased senior secured debt and led a restructuring process to
convert its securities to equity, provide debtor-in-possession financing and backstop a rights
offering for additional shares.
3) Environmental, Social, & Governance: DOF has committed carbon credits and offset purchases
in the Alberta carbon market expected to close in March 2022. This is a long-term hold strategy
and it is anticipated that the portfolio of credits held will become diversified over time.
4) Real Estate & Mortgages: DOF provided funds and advisory services that assisted investors in
successfully issuing a credit bid for the assets of a financially distressed real estate project in
Ontario. DOF's senior-secured debt earned an attractive risk-weighted return (>20%). DOF
currently has first mortgage debt at a conservative loan-to-value coverage ratio secured against
development land in British Columbia.
5) U.S. Residential Mortgage Backed Securities ("RMBS"): DOF holds several RMBS assets with
monthly cash flows denominated in U.S. dollars.
6) Public Equities: DOF directly holds shares in public companies acquired through new share
offerings, market purchases or conversion from other types of securities. DOF also uses a portfolio
of Canadian public equities to earn returns on excess funds while maintaining liquidity.
7) FinTech: As a result of DOF's original restructuring, the fund holds a minority equity interest and
convertible debt in a FinTech firm operating in Alberta. The firm was recently ranked by Canadian
Business as one of the fastest growing start-ups in Canada.
DOF does not directly generate revenue, but sources its income from changes in value to its equity
investment in the Limited Partnership. DOF does incur certain administrative and unit-based compensation
expenses in managing the organization and related investment. Other than the change in value of its
investment in the Limited Partnership, there were no significant changes in operations of DOF during the
fiscal year ended December 31, 2020.
Specialized Skill and Knowledge
DOF's business requires individuals with specialized skills and knowledge in the areas of fund
management, real estate, finance, accounting and law. DOF has engaged DCI to act as the administrator
and manager of DOF and provide such services to DOF pursuant to the DOF Administration and
Management Agreement. DCI may engage sub-managers for portions of the portfolio that require
specialised knowledge or licenses. To date, DOF and DCI have been able to locate and retain such
professionals in Canada and in the United States and each of DOF and DCI believes it will continue to be
able to do so.
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Competitive Conditions
DOF competes with other investors to place capital. Certain of these competitors may have greater financial
and other resources and greater operating flexibility. DOF generally looks to invest in situations where it
can bring a unique approach and there are no competing offers from other investors. There is no assurance
that DOF will be able to find a sufficient number of these opportunities to place capital at an adequate rate
of return.
Employees
As at December 31, 2021, and as at the date of this Information Circular, DOF had no full-time employees.
As at December 31, 2021, and as at the date of this Information Circular, DCI had 38 full-time staff across
its different entities and six project consultants. Specifically focused on DOF are two full-time staff and
service team members from DCI's finance and accounting, legal, and capital markets departments with
oversight provided by DCI's management committee.
DCI has been appointed as the administrator and manager of DOF for the purpose of managing the
business and affairs of DOF (for and on behalf of the Trustees). The delegation of duties pursuant to the
DOF Administration and Management Agreement includes, but is not limited to, overseeing and
administering all existing investments and any other assets acquired by DOF.
DCI is indirectly owned and controlled by a Trustee of DOF. DCI is staffed with a group of experienced
executives and has amassed a specialized team to address the unique issues and challenges of the fund,
including, among others, a dedicated in-house legal counsel to manage the day to day legal requirements
of DOF and litigation, specialized accountants and a fund manager to educate management on the RMBS
portfolio of DOF and to monitor the portfolio.
Foreign Operations
DOF currently indirectly holds assets and conducts business in the United States. In the future, DOF may
also acquire assets and conduct business in other countries. Changes in legislation, regulations or
governments in such countries are beyond DOF's control and could adversely affect DOF's business,
operations and economic condition. Neither DOF nor DCI can predict the effect of these factors with any
accuracy.
Lending
DOF focuses on creating value in special situations by developing unique alternatives and taking decisive,
considerate action, with the objective of achieving long term capital appreciation. DOF follows a risk
management policy that assesses and responds to risks that DOF, the Limited Partnership, the General
Partner and DCI may encounter in managing and delivering its objectives, protecting the business assets
as well as ensuring financial sustainability. DOF will not be limited by industry, jurisdiction or any particular
financial instrument. Accordingly, DOF may invest in secured debt, unsecured debt, minority and or majority
equity positions in other mutual fund trusts, partnerships, and corporations and in joint ventures in any
industry, in any country.
General Development of the Business
The following commentary outlines the general development of the business of DOF. For further
information, see Schedule "A", Schedule "B", Schedule "C" and Schedule "D" to this Appendix E.
DOF was formed on June 30, 2018 pursuant to the Trust Indenture.
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On November 1, 2018, DOF acquired the assets of 1502770 Alberta Ltd. (formerly OmniArch Capital
Corporation ("OCC")) after OCC emerged from Companies' Creditors Arrangement Act (Canada)
proceedings in October 2017, which primarily consisted of a portfolio of RMBS, a promissory note (the
"Promissory Note") that was secured by a general security agreement and personal guarantees by two
former principals of OCC, and a restructuring loan (the "Restructuring Loan") receivable to an equipment
lease financing company. DOF has not raised additional capital or issued additional Trust Units (as defined
below) since acquiring the assets of OCC. OCC was a Calgary-based company incorporated by certain
individuals for the purpose of soliciting, accumulating and investing in downgraded and discounted RMBS
in the U.S. Between 2010 and 2015, OCC raised approximately $127 million through nine offering
memoranda.
On March 4, 2019, DOF reallocated a large portion of its investments into a more diversified portfolio of
securities consisting primarily of multi-industry mid and large capitalization companies, income funds and
other securities.
On July 31, 2019, through DOF's investment in the Limited Partnership, the Limited Partnership initiated a
bridge loan to a real estate investment company of $1,446,254 at 12% interest (the "Bridge Loan").
During the fourth quarter of 2019, the accrued interest, renewal fees and $250,000 of the Restructuring
Loan principal was repaid.
On January 30, 2020, through DOF's investment in the Limited Partnership, the Limited Partnership
executed a term sheet to fund a $5,750,000 less an interest reserve, at 22% per annum towards a third
party's purchase of property in Oakville, Ontario (the "Oakville Loan"). A transaction fee of $115,000 was
earned by the Limited Partnership upon acceptance of the commitment letter.
On January 31, 2020, the Limited Partnership executed a wavier and amending agreement for the
Promissory Note, waiving the default claim on a payment that was due December 31, 2019. The payment
of $700,000 was received on February 4, 2020.
On February 28, 2020, the Limited Partnership received payment for the Bridge Loan of all principal,
accrued interest and pro-rata renewal fee that was outstanding.
On August 27, 2020, through DOF's investment in the Limited Partnership, the Limited Partnership acquired
a gross overriding royalty ("GORR") interest in upstream oil and gas assets operating in west and central
Saskatchewan for $2,500,000. The GORR is secured by a first-priority charge over the underlying assets.
On September 1, 2020, a revolving operating facility to assist with day-to-day operations and investment
opportunities was established.
On March 6, 2021, through DOF's investment in the Limited Partnership, the Limited Partnership executed
an agreement with a third party to fund a promissory note secured by a first mortgage for a property
development in the Comox Valley Regional district.
On March 8, 2021, the Limited Partnership received an aggregate $6,350,525 in principal and interest
related to the repayment of the Oakville Loan. A $200,000 promissory note, earning 12%, was subsequently
funded.
During the period ended March 31, 2021, through DOF's investment in the Limited Partnership, the Limited
Partnership recognized an unrealized fair value gain of $503,032 on its investment in a private Calgarybased FinTech company as a result of underlying fair value indicators. The equity was inherited through
the OCC transition (the fair value of the shares was $1.00 as at December 31, 2018).
On April 14, 2021, the Limited Partnership received $250,000 related to the full repayment of the
Restructuring Loan.
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On June 29, 2021, through DOF's investment in the Limited Partnership, the Limited Partnership acquired
a non-controlling equity investment in International Frontier Resources Corporation.
On October 22, 2021, the Limited Partnership received $200,000 related to the full repayment of the
Oakville Loan.
On November 1, 2021, through DOF's investment in the Limited Partnership, the Limited Partnership
entered into a settlement agreement that converted the current Promissory Note into two separate
convertible promissory notes due from a private Calgary-based FinTech company. The first note is a
$1,134,302 secured convertible note paying interest at 5% per annum. The second note is a $1,200,000
unsecured convertible note accruing interest at 10% per annum.
On December 7, 2021, through DOF's investment in the Limited Partnership, the Limited Partnership was
able to purchase debt owing from a Calgary-based upstream oil and gas company in the amount of
$2,128,661.
On December 24, 2021, through DOF's investment in the Limited Partnership, the Limited Partnership
invested $500,000 in Durum Carbon LP for the purchase of certain carbon and offset credits in the Alberta
carbon market.
On January 28, 2022, Crossroads, DOF and DCI entered into the Arrangement Agreement pursuant to
which DOF has agreed to acquire all of the outstanding Crossroads Shares.
Bankruptcy and Similar Procedures
There have been no bankruptcy, receivership or similar proceedings against DOF or DCI, or any voluntary
receivership, bankruptcy or similar proceeding by DOF or DCI within the two most recently completed
financial years or that are proposed for the current financial year.
Material Restructuring Transactions
There have been no material restructuring transactions of DOF or DCI within the two most recently
completed financial years or that are proposed for the current financial year, other than the Arrangement.
DIVIDENDS OR DISTRIBUTIONS
Distributions of $329,295 or $0.3095 per Trust Unit were declared in January 2021 and paid in March 2021.
Distributions of $441,500 or $0.4200 per Trust Unit were declared in December 2021 and will be paid to
unitholders on March 31, 2022. There were no distributions declared or paid in the financial years ended
December 31, 2019 and December 31, 2020. Distributions may be made from time to time at the sole
discretion of the Trustees on the basis of DOF's earnings, financial requirements and other conditions
existing at such future time subject to compliance with applicable laws.
FINANCIAL STATEMENTS AND MANAGEMENT'S DISCUSSION AND ANALYSIS
Schedule "A" to this Appendix E sets forth the audited financial statements of DOF as at and for the fiscal
year ended December 31, 2020, together with the notes thereto and the auditors' report thereon (the "2020
DOF Financial Statements").
Schedule "B" to this Appendix E sets forth the audited financial statements of DOF as at and for the fiscal
year ended December 31, 2019, together with the notes thereto and the auditors' report thereon (the "2019
DOF Financial Statements").
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Schedule "C" to this Appendix E sets forth the unaudited financial statements of DOF as at and for the three
and nine months ended September 30, 2021 (the "DOF Interim Financial Statements").
Schedule "D" to this Appendix E sets forth the management's discussion and analysis in respect of the
fiscal year ended December 31, 2020 and for the three and nine months ended September 30, 2021 (the
"DOF MD&A").
DESCRIPTION OF CAPITAL STRUCTURE
The beneficial interests in DOF are divided into and represented by Class A units ("Trust Units") that are
authorized and issued in accordance with the DOF Declaration of Trust and which carry and are entitled to
the rights and are subject to the limitations, rights, privileges, restrictions and conditions set out therein or
as may be determined by the Trustees from time to time. The Trustees also have the discretion to
determine, at any time and from time to time, whether the capital of DOF is divided into one or more
additional classes or series of units, the attributes that shall attach to each such class or series of units and
whether any class or series of units should be redesignated as a different class or series of units. The
Trustees may make such amendments and restatements to the DOF Declaration of Trust as the Trustees
consider necessary or appropriate to establish and provide for any additional class or series of units without
prior notice to, or the approval of, unitholders of DOF.
As of the date of the accompanying Information Circular, the authorized capital of DOF consists of an
unlimited number of Trust Units, each of which has the following limitations, rights, privileges, restrictions
and conditions:
(a)

the right to receive notice of and to attend any meetings of unitholders and to one vote for
each Trust Unit held;

(b)

the right to participate in its pro rata share with the other holders of units with respect to
any and all distributions made by DOF in accordance with the terms of the DOF Declaration
of Trust, subject to the rights of the holders of any other class of units entitled to receive
distributions in priority to or concurrently with the holders of Trust Units; and

(c)

on liquidation or termination of DOF, subject to the rights of the holders of any other class
of units entitled to receive assets of DOF in priority to or concurrently with the holders of
Trust Units, the right to participate in its pro rata share with the other unitholders with
respect to the distribution of the remaining assets of DOF in accordance with the terms of
the DOF Declaration of Trust.

Prior to or concurrently with the closing of the Arrangement, the Trustees of DOF will create and authorize
for issuance the DOF Preferred Units. The DOF Preferred Units will have the following limitations, rights,
privileges, restrictions and conditions:
(a)

with respect to redemptions, repayment of capital, payments of distributions and
distribution of assets upon a Liquidation (as defined below) of DOF, whether voluntary or
involuntary, all DOF Preferred Units shall rank senior to the Trust Units and any other class
of securities that is specifically designated as junior to the DOF Preferred Units. So long
as any of the DOF Preferred Units are outstanding, DOF shall not:
(i)

declare, pay or set apart for payment any distributions on the Trust Units and any
other class of securities that is specifically designated as junior to the DOF
Preferred Units with respect to payment of distributions; or

(ii)

redeem, purchase, reduce stated capital maintained by DOF or otherwise pay for
any Trust Units and any other class of securities that is specifically designated as
junior to the DOF Preferred Units with respect to repayment of capital or with
respect to payment of distributions,
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unless: (i) all distributions up to and including the distributions payable on the last preceding
Distribution Payment Date (as defined below) on the DOF Preferred Units then outstanding
shall have been declared and paid or set apart for payment at the date of any such action
referred to above; and (ii) the Redemption Price (as defined below) in respect of all DOF
Preferred Units that DOF is entitled or obligated to redeem has been paid or set apart for
payment at the date of any such action referred to above;
(b)

the holders of DOF Preferred Units shall be entitled to receive and DOF shall pay thereon,
as and if declared by the Trustees, out of the moneys of DOF properly applicable to the
payment of distributions, preferential cumulative cash distributions at a rate of 5% per
annum on the Redemption Value (as defined below) and payable quarterly. In respect of
the fiscal year of DOF in which a particular DOF Preferred Unit is issued, such distributions
in respect thereof shall accrue from the date of allotment of such DOF Preferred Unit. If a
distribution has been declared for a quarter and a date is fixed for a Liquidation, redemption
or retraction that is prior to the distribution payment date for such quarter (a "Distribution
Payment Date"), a pro rated distribution shall be payable on the date fixed for such
Liquidation, redemption or retraction instead of the distribution declared, but if such
Liquidation, redemption or retraction does not occur, then the full amount of the distribution
declared shall be payable on the originally scheduled Distribution Payment Date. The
holders of the DOF Preferred Units shall not be entitled to any distributions other than or in
excess of the cumulative distributions hereinbefore provided for. If the distribution payable
on any Distribution Payment Date is not paid in full on such date on all of the DOF Preferred
Units then outstanding, such distribution or the unpaid part of it shall be paid on a
subsequent date or dates to be determined by the Trustees on which DOF shall have
sufficient moneys properly applicable, under the provisions of any applicable law, to make
the payment of the distribution. Cheques of DOF payable in lawful money of Canada at par
at any branch of the DOF's bankers in Canada may be issued in respect of the distributions
and payment of the cheques shall satisfy such distributions, or payments in respect of
distributions may be made in any other manner determined by DOF;

(c)

in the event of the liquidation, dissolution or winding up of DOF or other distribution of
assets or property of DOF among unitholders for the purpose of winding up its affairs (a
"Liquidation"), the holders of DOF Preferred Units shall be entitled to receive from the
assets and property of DOF, a sum equivalent to the Redemption Value plus all declared
but unpaid distributions thereon, in respect of each DOF Preferred Unit held by them
respectively, before any amount shall be paid or any property or assets of DOF distributed
to the holders of any class of units or any other class or series of units ranking junior to the
DOF Preferred Units. After payment to the holders of the DOF Preferred Units of the
amount so payable to them as hereinbefore provided for, they shall not be entitled to share
any further in the distribution of the assets or property of DOF;

(d)

subject to the provisions of the DOF Declaration of Trust, DOF shall in 2025, and upon
giving prior notice as hereinafter provided, redeem all (and not less than all) of the then
outstanding DOF Preferred Units on payment for each DOF Preferred Unit to be redeemed
of an amount equal to the consideration received, or deemed to have been received, by
DOF from the holders, as payment for such DOF Preferred Units, and provided that where,
and to the extent that, such payment is in the form of property other than cash, on payment
of an amount equal to the value attributed to such property by DOF and the holders in the
agreement or proceeding pursuant to which such consideration was paid for such DOF
Preferred Units (such value, on a per DOF Preferred Unit basis, as the same may be
subsequently adjusted for splits, consolidations or similar matters, the "Redemption
Value") for such DOF Preferred Units, plus all unpaid accrued distributions on such DOF
Preferred Units (whether or not declared) (the "Redemption Price"). In the event that a
redemption or purchase by DOF of those DOF Preferred Units to which it is required to
redeem cannot be complied with without contravening a provision or provisions of the DOF
Declaration of Trust or any applicable legislation, then DOF shall only redeem or purchase,
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as the case may be, such proportion (if any, and disregarding fractions) of the issued and
outstanding DOF Preferred Units held by each holder thereof as can be redeemed or
purchased without causing such contravention and DOF shall redeem or purchase the
balance of the outstanding DOF Preferred Units in respect of which DOF has received
notices for redemption or purchase on a pro rata basis, disregarding fractions, at such time
or times as such redemption or purchase can be made without causing DOF to be in
contravention of the DOF Declaration of Trust or any applicable legislation. For greater
certainty, the redemption right contemplated herein shall be subject to any cash limit
prescribed in the DOF Declaration of Trust;
(e)

in the case of redemption of DOF Preferred Units as set forth above, DOF shall, at least
30 days before the date specified for redemption, mail or deliver to each person who at the
date of mailing or delivery is a holder of DOF Preferred Units to be redeemed, a notice in
writing of the intention of DOF to redeem such DOF Preferred Units. Such notice shall
specify (i) the number of DOF Preferred Units that DOF desires to redeem; (ii) the business
day (the "Redemption Date") on which DOF desires to redeem the DOF Preferred Units;
(iii) the amount of all declared but unpaid distributions with respect to the DOF Preferred
Units to be redeemed; and (iv) the place or places of redemption;

(f)

on or after the Redemption Date, DOF shall pay or cause to be paid in respect of each
DOF Preferred Unit to be redeemed, to or to the order of the holders of the DOF Preferred
Units to be redeemed, the Redemption Price thereof, on presentation and surrender at the
head office of DOF or any other place designated in such notice of the certificates
representing the DOF Preferred Units called for redemption. From and after the
Redemption Date, the holders of the DOF Preferred Units called for redemption shall cease
to be entitled to distributions and shall not be entitled to exercise any of the rights of
unitholders in respect thereof unless payment of the Redemption Price plus all declared
but unpaid distributions thereon shall not be made upon presentation of certificates in
accordance with the foregoing provisions, in which case the rights of the holders shall
remain unaffected. DOF shall have the right at any time after the mailing of notice of its
intention to redeem any DOF Preferred Units to deposit the Redemption Price of the DOF
Preferred Units so called for redemption with respect to such of the said DOF Preferred
Units represented by certificates as have not at the date of such deposit been surrendered
by the holders thereof in connection with such redemption to a special account in any
chartered bank or any trust company in Canada named in such notice, to be paid without
interest to or to the order of the respective holders of such DOF Preferred Units called for
redemption upon presentation and surrender to such bank or trust company of the
certificates representing same. Upon such deposit being made or upon the date specified
for redemption in such notice, whichever is the later, the DOF Preferred Units in respect
whereof such deposit shall have been made shall be redeemed and the rights of the
holders thereof after such deposit or such redemption date, as the case may be, shall be
limited to receiving, without interest, their proportionate part of the total Redemption Price
plus all declared but unpaid distributions thereon, if any, so deposited against presentation
and surrender of the said certificates held by them respectively;

(g)

a holder of DOF Preferred Units shall be entitled by written notice given to DOF at its
registered office in Alberta, to require DOF at the option of such holder, to either redeem
or purchase all or any of the issued and outstanding DOF Preferred Units held by such
holder for an amount equal to the Redemption Price. The holder shall tender with such
notice to DOF at its head office a unit certificate or certificates representing the DOF
Preferred Units which the registered holder desires to have DOF redeem or purchase
together with a request in writing specifying (i) that the registered holder desires to have
the DOF Preferred Units represented by such certificate or certificates redeemed or
purchased by DOF and, if part only of the DOF Preferred Units represented by such
certificate or certificates is to be redeemed or purchased, the number thereof to be so
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redeemed or purchased; and (ii) the business day (the "Retraction Date") on which the
holder desires to have DOF redeem or purchase such DOF Preferred Units;
(h)

unless waived by DOF, the Retraction Date shall be not less than 30 days after the day on
which the request in writing is given to DOF. Upon receipt of a unit certificate or certificates
representing the DOF Preferred Units which the registered holder desires to have DOF
redeem or purchase together with such a request, DOF shall on the Retraction Date
redeem such DOF Preferred Units by paying to such registered holder the Redemption
Price per DOF Preferred Unit for each such DOF Preferred Unit being redeemed or
purchased. The said DOF Preferred Units shall be redeemed or purchased on the
Retraction Date and from and after the Retraction Date such units shall cease to be entitled
to distributions and the holder thereof shall not be entitled to exercise any of the rights of
holders of DOF Preferred Units in respect thereof unless payment of the Redemption Price
per DOF Preferred Unit plus all declared but unpaid distributions thereon is not made on
the Retraction Date, in which event the rights of the holder of the said DOF Preferred Units
shall remain unaffected;

(i)

in the event that a redemption or purchase by DOF of those DOF Preferred Units specified
in the written notice given to it by a holder of DOF Preferred Units pursuant to the provisions
above cannot be complied with without contravening a provision or provisions of the DOF
Declaration of Trust or any applicable legislation, then DOF shall only redeem or purchase,
as the case may be, such proportion (if any, and disregarding fractions) of the issued and
outstanding DOF Preferred Units held by each holder thereof as can be redeemed or
purchased without causing such contravention and DOF shall redeem or purchase the
balance of the outstanding DOF Preferred Units in respect of which DOF has received
notices for redemption or purchase on a pro rata basis, disregarding fractions, at such time
or times as such redemption or purchase can be made without causing DOF to be in
contravention of the DOF Declaration of Trust or any applicable legislation; and

(j)

subject to the provisions of the DOF Declaration of Trust, the holders of DOF Preferred
Units shall not be entitled to receive notice of, attend at or vote at any meetings of
unitholders.

Prior to or concurrently with the closing of the Arrangement, DOF will enter into the DOF Warrant Indenture
with Olympia Trust Company, as warrant agent thereunder, providing for the issuance of the DOF Warrants.
Each DOF Warrant will entitle the holder thereof to purchase one Trust Unit at an exercise price of $17.09
per Trust Unit at any time and from time to time until 18 months following the closing date of the
Arrangement. The full terms of the DOF Warrants are set out in Exhibit "D" to the Arrangement Agreement,
which is appended to the Information Circular as Appendix B.
CONSOLIDATED CAPITALIZATION
The following table sets forth the capitalization of DOF as at September 30, 2021. This table should be read
in conjunction with the 2020 DOF Financial Statements and the DOF Interim Financial Statements and the
accompanying notes thereto attached as Schedules "A" and "C" to this Appendix E, respectively.
Designation

Authorized

As at September 30, 2021

Class A Units

Unlimited

$11,175,808
(1,058,056 Class A Units)

As of the date of the accompanying Information Circular, there are 1,057,863 Trust Units issued and
outstanding.
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INCENTIVE SECURITIES AND OPTIONS TO PURCHASE TRUST UNITS
Other than as described below, DOF does not have outstanding any options, warrants or other similar
incentive securities.
The DOF Administration and Management Agreement includes an option, exercisable by DCI at any time
following the date of the Arrangement Agreement, to purchase up to 20% of the assets under management
held by DOF, or such number of Trust Units that would equal 20% of the issued and outstanding Trust Units
at the lower of (a) the issue price of Trust Units on October 12, 2018, or (b) the fair market value of the
Trust Units upon exercise of the foregoing option.
PRIOR SALES
No Trust Units or shares of DCI, nor any securities convertible or exchangeable into Trust Units or shares
of DCI have been issued or are issuable by DOF or DCI, as applicable, for the 12-month period prior to the
date of this Information Circular.
ESCROWED SECURITIES AND SECURITIES SUBJECT TO CONTRACTUAL RESTRICTIONS ON
TRANSFER
As of the date of the accompanying Information Circular, no Trust Units are held in escrow pursuant to any
escrow agreement. Pursuant to the terms of the DOF Declaration of Trust, no Trust Units in the capital of
DOF may be transferred without the approval of the Trustees or DCI, and in compliance with applicable
securities laws.
PRINCIPAL UNITHOLDERS AND SELLING UNITHOLDERS
To the best of the knowledge of the Trustees of DOF, as at the date of the accompanying Information
Circular, no person or company beneficially owned, or controlled or directed, directly or indirectly, voting
securities carrying more than 10% of the voting rights attached to any class of voting securities of DOF.
TRUSTEES AND OFFICERS
The following table sets forth the name, province and country of residence of, position held with DOF by,
principal occupation of, and number and percentage of Trust Units owned by each person who is a Trustee
of DOF. The term of office of each Trustee continues until the earlier of the date of his death, resignation
or removal in accordance with the terms and conditions of the DOF Declaration of Trust.
Name, Province and
Country of Residence

Jay Simmons(1)
Alberta, Canada

Principal Occupation(s)
During the Five Preceding
Years

Mr. Simmons is the Chairman
and Chief Executive Officer of
Durum Properties Inc., a real
estate management and
development company
created through the
restructuring of a distressed
real estate portfolio. Mr.
Simmons is also the Founder
and Chief Executive Officer of
Simmons Financial Holdings
Corporation, the sole

Position(s) with DOF

Trustee since June 30, 2018

Number and Percentage of
Trust Units Owned Directly
or Beneficially as at the
Date of this Information
Circular
87 Trust Units
(0.008%)
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shareholder of DCI. He
currently serves as the Chief
Executive Officer and a
director for two additional
land development
companies; Chairman of a
private software development
company; and a director for a
number of private companies
that include renewable power
development and
international land based
drilling.
Mr. Simmons is a Chartered
Professional Accountant as
well as a member of the
Canadian Institute of
Corporate Directors.
William Overend
Alberta, Canada

Mr. Overend is a Certified
Management Consultant,
entrepreneur, writer, investor
and the principal of Overview
Business Consulting Inc.
(OBC). He combines an
earlier career in natural and
human history conservation
and journalism experience
with 20 years of professional
consulting experience in
organization reviews,
business plans, opportunity
assessments, policy reviews,
strategic plans, process
improvement and strategy
assessments.

Trustee since June 30, 2018

Steve Allan
Alberta, Canada

Mr. Allan is a Corporate
Director and a Fellow of the
Institute of Chartered
Professional Accountants.
Mr. Allan spent his career in
public practice with a focus
on corporate restructuring,
insolvency and forensic
accounting. He is Past
President of the Institute of
Chartered Accountants of
Alberta.

Trustee since November 1,
2018

266 Trust Units
(0.025%)

Nil

Note:
(1)

Jay Simmons is also a director and the Chief Executive Officer of DCI.

As of the date hereof, the Trustees and the directors of the General Partner, as a group, beneficially owned,
directly and indirectly, or exercised control or direction over 440 Trust Units, representing less than 1% of
the total number Trust Units outstanding.
Cease Trade Orders, Bankruptcies, Penalties or Sanctions
To the best of DOF's and DCI's knowledge, no Trustee of DOF, and no director or executive officer of DCI
is, as at the date hereof, or was within 10 years before the date hereof, a director, chief executive officer or
chief financial officer of any company (including DOF and DCI) that:
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(a)

was subject to a cease trade order, an order similar to a cease trade order or an order that
denied the relevant company access to any exemption under securities legislation, that
was in effect for a period of more than 30 consecutive days, and that was issued while the
trustee, director or executive officer was acting in the capacity as director, chief executive
officer or chief financial officer; or

(b)

was subject to a cease trade order, an order similar to a cease trade order or an order that
denied the relevant company access to any exemption under securities legislation, that
was in effect for a period of more than 30 consecutive days, that was issued after the
trustee, director or executive officer ceased to be a director, chief executive officer or chief
financial officer and which resulted from an event that occurred while that person was
acting in the capacity as director, chief executive officer or chief financial officer.

To the best of DOF's and DCI's knowledge, no Trustee of DOF, and no director or executive officer of DCI,
or a unitholder holding a sufficient number of securities of DOF to materially affect control of DOF, or a
shareholder holding a sufficient number of securities of DCI to materially affect control of DCI:
(a)

is, or within 10 years prior to the date hereof has been, a director or executive officer of
any company (including DOF or DCI) that, while that person was acting in that capacity, or
within a year of that person ceasing to act in that capacity, became bankrupt, made a
proposal under any legislation relating to bankruptcy or insolvency or was subject to or
instituted any proceedings, arrangement or compromise with creditors or had a receiver,
receiver manager or trustee appointed to hold its assets; or

(b)

has, within 10 years prior to the date hereof, become bankrupt, made a proposal under any
legislation relating to bankruptcy or insolvency, or become subject to or instituted any
proceedings, arrangement or compromise with creditors, or had a receiver, receiver
manager or trustee appointed to hold the assets of the trustee, director, executive officer,
unitholder or shareholder.

To the best of DOF's and DCI's knowledge, no Trustee of DOF, and no director or executive officer of DCI,
or a unitholder holding a sufficient number of securities of DOF to materially affect control of DOF, or a
shareholder holding a sufficient number of securities of DCI to materially affect control of DCI, has been
subject to:
(a)

any penalties or sanctions imposed by a court relating to securities legislation or by a
securities regulatory authority or has entered into a settlement agreement with a securities
regulatory authority; or

(b)

any other penalties or sanctions imposed by a court or regulatory body that would likely be
considered important to a reasonable investor in making an investment decision.

Conflicts of Interest
Mr. Steve Allan is a Trustee of DOF and a director of Crossroads. As such, Mr. Allan has abstained from
voting on all matters relating to the Arrangement.
To the best of DOF's and DCI's knowledge, and other than as disclosed in this Information Circular, there
are no known existing or potential material conflicts of interest between DOF or DCI and any Trustee of
DOF or director or officer of DCI, except that certain of the Trustees, directors and officers serve as directors
and officers of private and public companies and therefore it is possible that a conflict may arise between
their duties as a Trustee, director or officer of DOF or DCI, as applicable, and their duties as a director or
officer of such other companies.
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Trustees of DOF, and directors and officers of DCI, also serve as directors and/or officers of other
companies involved in real estate management and development companies, or other companies created
through the restructuring of a distressed asset portfolio and consequently there exists the possibility for
such Trustees, directors and officers to be in a position of conflict. Any decision made by any of such
Trustees, directors and officers involving DOF or DCI, as applicable, will be made in accordance with their
duties and obligations to deal fairly and in good faith with a view to the best interests of DOF and DCI, as
applicable, and their respective unitholders and shareholders. In addition, each of the directors is required
to declare and refrain from voting on any matter in which such directors may have a conflict of interest in
accordance with the procedures set forth in the ABCA and other applicable laws.
INDEBTEDNESS OF TRUSTEES
None of DOF's Trustees, nor any of their associates or affiliates, is now or has been indebted to DOF since
its formation, nor is, or at any time since the beginning of the most recently completed financial year of DOF
was indebted to DOF, nor has any indebtedness of any such person been the subject of a guarantee,
support agreement, letter of credit or other similar arrangement or understanding provided by DOF or any
of its affiliates.
EXECUTIVE COMPENSATION
During the fiscal year ended December 31, 2021, there were three Trustees of DOF. William Overend and
Steve Allan each received $5,000 for attending each quarterly meeting of the Trustees and $1,000 each
per quarter for expenses, for aggregate compensation of $24,000 each for the fiscal year ended December
31, 2021. Jay Simmons did not receive any compensation for acting as a Trustee of DOF. No other person
received any compensation for the fiscal year ended December 31, 2021 from DOF.
As of the date of the accompanying Information Circular, the Trustees, do not hold any stock options, nor
does DOF anticipate granting stock options to its Trustees at any time in the future.
For further information on the DOF Administration and Management Agreement, see "Material Contracts –
DOF Administration and Management Agreement" below.

AUDIT COMMITTEE AND CORPORATE GOVERNANCE
As a non-reporting issuer, DOF is not required to have, and does not have constituted, any committees of
the Trustees. Notwithstanding the fact that DOF does not have a formal audit committee, each Trustee is
considered financially literate, as they each have a good command of International Financial Reporting
Standards and the ability to understand a set of financial statements that present a breadth and level of
complexity of accounting issues that are generally comparable to the breadth and complexity of the issues
that can reasonably be expected to be raised by DOF's financial statements and the internal controls and
procedures for financial reporting.
The Trustees have the authority to engage and communicate with advisors and professionals for non-audit
services.
The aggregate fees billed by PricewaterhouseCoopers LLP, DOF's auditors, for audit and non-audit
services in the fiscal years ended December 31, 2021 and 2020 are summarized below.
Period

Audit Fees(1)

Audit-Related Fees(2)

Tax Fees(3)

All Other Fees(4)

2021

$11,235

Nil

$19,661

Nil

2020

$11,235

Nil

$21,002

Nil

E-18

Notes:
(1)

(2)

(3)

(4)

"Audit Fees" are fees necessary to perform quarterly review engagements and the annual audit of DOF's financial statements,
including review of tax provisions, accounting consultations on matters reflected in the financial statements, and audit or other
attest services required by legislation or regulation, such as comfort letters, consents, reviews of securities filings and statutory
audits.
"Audit-Related Fees" are fees for services that are traditionally performed by the auditor including employee benefit audits,
due diligence assistance, accounting consultations on proposed transactions, internal control reviews and audit or attest
services not required by legislation or regulation.
"Tax Fees" are fees for all tax services other than those included in "Audit Fees" and "Audit-Related Fees" including tax
compliance, tax planning and tax advice. Tax planning and tax advice includes assistance with tax audits and appeals, tax
advice related to mergers and acquisitions, and requests for rulings or technical advice from tax authorities.
"All Other Fees" include all other non-audit services.

There are currently three Trustees, two of which are independent based upon the test for independence in
National Instrument 52-110 – Audit Committees. William Overend and Steve Allan are independent.
National Policy 58-201 – Corporate Governance Guidelines suggests that the Trustees should be a majority
of individuals who qualify as "independent". An "independent" trustee is a person who has no direct or
indirect material relationship with DOF. A material relationship is a relationship that could, in the view of the
Trustees, reasonably interfere with the exercise of a trustee's independent judgment. In addition, the
independent judgment of the Trustees in carrying out their responsibilities is the responsibility of all
Trustees. Jay Simmons is not considered independent in light of his controlling interest in Simmons
Financial Holdings Corporation, which is the sole shareholder of DCI, being the administrator and manager
of DOF.
The Trustees have a stewardship responsibility to supervise the management of and oversee the conduct
of the business of DOF, provide leadership and direction to management, evaluate management, set
policies appropriate for the business of DOF and approve corporate strategies and goals. The day-to-day
management of the business and affairs of DOF is delegated by the Trustees to DCI.
While DOF does not have formal orientation and training programs, orientation of new trustees is conducted
by informal meetings with current Trustees, briefings by management, and the provision of copies of or
access to DOF's documents.
DOF has not adopted formal policies respecting continuing education for Trustees. Trustees are
encouraged to communicate with management, legal counsel, auditors and consultants, to keep
themselves current with industry trends and developments and changes in legislation with management's
assistance, and to attend related industry seminars and visit DOF's operations. Trustees have full access
to DOF's records.
DOF does not have any formal committees.
RISK FACTORS
The following are certain factors relating to the business of DOF. The following information is a summary
only of certain risk factors, and is qualified in its entirety by reference to, and must be read in conjunction
with, the detailed information appearing elsewhere. These risks and uncertainties are not the only ones that
DOF will face. Additional risks and uncertainties not presently known to DOF, or that DOF currently deems
immaterial, may also impair the operations of DOF. If any such risks actually occur, the financial condition,
liquidity and results of operations of DOF could be materially adversely affected and the ability of DOF to
implement its growth plans could be adversely affected. These risk factors should be read in conjunction
with the risk factors outlined in the DOF MD&A.
Dilution and Liquidity of Units
The Trustees will have complete discretion to issue additional units in the future and no assurance can be
given that existing units will not be diluted due to the issuance of future units, including by way of the
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creation and issuance of additional classes or series of units. There is also presently no market for the Trust
Units, nor is there any guarantee or expectation that such a market will develop. Units will be transferable
subject to the terms of the DOF Declaration of Trust and Canadian securities law restrictions. Under
applicable securities laws, units are subject to restrictions on resale such that they may be subject to an
indefinite hold.
Redemption of Units
It is anticipated that the redemption rights attributable to units of DOF will not be the primary mechanism
for holders of units to liquidate their investments. The entitlement of unitholders to receive cash upon the
redemption of their units is subject to the limitations that the total amount payable by DOF in respect of
such units and all other units tendered for redemption must not exceed the maximum total amount payable
by DOF for units tendered for redemption in the same fiscal quarter, which shall be set from time to time by
a resolution of the Trustees (provided that such limitation may be waived at the discretion of the Trustees).
To the extent the aggregate redemption price which is payable in respect of the units to be redeemed the,
subject to any regulatory approvals, DOF may satisfy the redemption amounts by way of the issuance of
promissory notes and/or through a distribution, in specie, of property of DOF.
If a unitholder elects to redeem their units, they may not be entitled to be paid the redemption price in cash.
In lieu of cash, unitholders may receive the redemption price in the form of promissory notes and/or a
distribution, in specie, of property of DOF, which may result in adverse tax consequences to a unitholder
holding Trust Units through an RRSP, RRIF, DPSP, RDSP, RESP or a TFSA.
Unitholders Do Not have Legal Rights Typically Associated with Ownership of Shares of a
Corporation
Unitholders do not have all of the statutory rights normally associated with ownership of shares of a
company including, for example the right to bring "oppression" or "derivative" actions against DOF.
No Guaranteed Return
There is no guarantee that holding units will earn any positive return in the short or long-term. The value of
the units may increase or decrease depending on market, economic, political, regulatory and other
conditions affecting DOF. Although DOF may establish a policy whereby it pays regular distributions to
unitholders, the Trustees may reduce or suspend distributions indefinitely, which could have a material
adverse effect on the market price of the units.
Dependence on Key Personnel
The success of DOF and its investments depends upon the personal efforts of a small group of senior
management. Although DOF believes it will be able to employ or replace key employees within a reasonable
time should the need arise, the loss of key personnel could have a material adverse effect on DOF's
business, financial condition, liquidity and results of operations.
Independence of Officers, Directors and Trustees
No assurance can be given that a majority of the Trustees of DOF will be considered to be independent
within the meaning of applicable securities laws. The Trustees of DOF will not be devoting all of their time
to the affairs of DOF, but will be devoting such time as required to effectively manage DOF. There are
potential conflicts of interest to which the Trustees of DOF will be subject in connection with the operations
of DOF. Conflicts, if any, will be subject to similar procedures for dealing with same as required under the
ABCA.
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Status of the Trust
DOF is not a "mutual fund" for securities law purposes. As a result, some of the protections provided to
investors in mutual funds under such laws will not be available to investors in the Trust Units and certain
restrictions imposed on mutual funds under Canadian securities laws, including National Instrument 81-102
– Investment Funds, do not apply to DOF.
Mutual Fund Trust Status
Should DOF cease to qualify as a mutual fund trust, the income tax considerations respecting DOF would
be materially different from those currently, and in particular the following adverse income tax
consequences may result:
•

The units would cease to be qualified investments for registered plans and this could give rise to
adverse consequences to such registered plans or the annuitant or beneficiary under such
registered plans including the annuitant or holder of the registered plan being subject to a penalty
tax and the registered plan being taxable on any income it earns from such non-qualified
investment.

•

DOF will be required to pay a tax under Part XII.2 of the Tax Act.

•

DOF will cease to be eligible for the capital gains refund mechanism available to mutual fund trusts.

•

Upon the loss of mutual fund trust status, the units held by non-resident persons would become
taxable Canadian property and become subject to Canadian income tax on their disposition.

Public Health Crises, including the COVID-19 Pandemic
DOF's business, operations and financial condition could be materially adversely affected by public health
crises, including epidemics, pandemics and or other health crises, such as the outbreak of COVID-19. The
current COVID-19 global health pandemic is significantly impacting the global economy and financial
markets. The full extent and impact of the COVID-19 pandemic is unknown and to date has included
extreme volatility in financial markets, a slowdown in economic activity, extreme volatility in commodity
prices and has raised the prospect of a global recession. The international response to COVID-19 has led
to significant restrictions on travel, temporary business closures, quarantines, global stock market volatility
and a general reduction in consumer activity, globally. Public health crises, such as the COVID-19 outbreak,
can result in operating, supply chain and project development delays that can materially adversely affect
the operations of third-parties in which DOF has an interest. The risks to DOF's business include without
limitation, the risk of breach of material contracts and customer agreements, employee health, workforce
productivity, increased insurance premiums, limitations on travel, the availability of industry experts and
personnel, prolonged restrictive measures put in place in order to control an outbreak of contagious disease
or other adverse public health developments globally and other factors that will depend on future
developments beyond DOF's control, which may have a material and adverse effect on DOF's business,
financial condition and results of operations. In addition, DOF may experience business interruptions as a
result of suspended or reduced operations, relating to the COVID-19 outbreak or such other events that
are beyond the control of DOF, which could in turn have a material adverse impact on DOF's business,
operating results and financial condition. As at the date hereof, the duration of any business disruptions
and related financial impact of the COVID-19 outbreak cannot be reasonably estimated. It is unknown
whether and how DOF may be affected if such pandemic, such as the COVID-19 outbreak, persists for an
extended period of time.
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Future Investments / Blind Pool
DOF is a "blind pool", meaning that the future investments of DOF have not yet been determined. As a
result, unitholders do not and will not have an opportunity to evaluate additional investments in which the
proceeds of any future offering or cash on hand in DOF will ultimately be invested or the terms of such
purchase. In addition, there is no certainty that DOF will be able to identify suitable or sufficient opportunities
that meet its investment criteria and be able to acquire additional assets at attractive prices to supplement
its growth in a timely manner or at all. Even if investments are identified and the acquisition of the same or
an interest therein is determined to be in the best interests of DOF, it may fail to value opportunities
accurately or to consider all relevant factors that may be necessary or helpful in valuating an opportunity,
or it may underestimate the costs necessary to bring an acquisition up to standards established for its
intended returns, may be exposed to unexpected risks and costs associated with investments, and/or be
unable to quickly and effectively integrate new acquisition into existing operations or exit from the
investments on favourable terms. If DOF is unable to identify and acquire suitable investments, its business,
operating results and financial condition may be adversely affected.
Investments in Distressed Assets
DOF may make investments in companies that are experiencing financial or operational difficulties or are
otherwise out-of-favour. Some or all of these companies may operate at a loss or with substantial variation
in operating profits from period to period, and may have a need for substantial additional capital to support
expansion or to achieve or maintain a stable operating position. Such companies may not have ready
access to the traditional capital markets. Such companies' securities or instruments may be considered
speculative, and the ability of such companies to pay their debts on schedule could be adversely affected
by interest rate movements, changes in the general economic climate or the economic factors affecting a
particular industry, or specific developments within such companies. Investments in companies operating
in workout or bankruptcy modes also present additional legal risks, including fraudulent conveyance,
voidable preference and equitable subordination risks. The financial difficulties of a company may never be
overcome and may cause such company to become subject to bankruptcy proceedings. Such investments
could, in certain circumstances, subject DOF to certain additional potential liabilities that may exceed the
value of DOF's original investment therein. For example, a lender who has inappropriately exercised control
of the management and policies of a debtor may have its claims subordinated or disallowed or may be
found liable for damages suffered by parties as a result of such actions. While DOF intends to attempt to
avoid taking the types of action that would lead to such liability, there can be no assurance that such claims
will not be asserted or that DOF will be able successfully to defend against them.
Expansion of Business Model
DOF may pursue acquisitions and dispositions outside the areas described above in "Description of the
Business". Expansion of DOF's activities into new areas would present challenges and risks that it has not
faced in the past. The failure to manage these challenges and risks successfully may result in a material
and adverse effect on DOF's profitability, results of operations and financial condition.
Litigation Risks
DOF may, from time to time, become involved in legal proceedings in the course of its business. The costs
of litigation and settlement can be substantial and there is no assurance that such costs will be recovered
in whole or at all. The unfavourable resolution of any legal proceedings could have an adverse effect on
DOF and its financial position and results of operations that could be material.
Reliance on DCI
Pursuant to the DOF Administration and Management Agreement, DCI will advise DOF in a manner
consistent with the investment objectives and the investment restrictions of DOF, and pursuant to the DOF
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Administration and Management Agreement. Although the employees of DCI who will be primarily
responsible for the performance of the obligations owed to DOF have extensive experience, there is no
certainty that such individuals will continue to be employees of DCI in the future.
There is no certainty that the persons who are currently officers and directors of DCI will continue to act in
such capacity. Unitholders will be required to rely on the good faith, expertise and judgment of the
individuals comprising the management of DCI from time to time. Unitholders do not have the right to direct
or influence in any manner the business or affairs of DCI.
Variations in Foreign Exchange Rates
The operations of DOF are subject to foreign currency fluctuations and inflationary pressures, which may
have a material adverse effect on the profitability of DOF, its result of operations and financial condition.
There can be no assurance that the steps taken by management to address such fluctuations will eliminate
the adverse effects and DOF may suffer losses due to adverse foreign currency fluctuations.
Mortgage Investment Registration
Depending on the jurisdiction, mortgage investment entities that meet certain conditions may be considered
to be investment funds. In Alberta, for example, managing a pooled mortgage investment entity (such as
Crossroads) may trigger the requirement to register as an investment fund manager, regardless of whether
the mortgages are syndicated. In addition, an entity that advises the pooled mortgage investment entity is
generally considered to be carrying on registrable activity as an adviser and may be required to be
registered as a portfolio manager.
Furthermore, any person who, as intermediary on behalf of the borrower or the mortgage investment entity
for compensation, solicits a person to borrow or lend money to be secured by a mortgage or negotiates a
mortgage transaction, and any person who collects mortgage payments and otherwise administers
mortgages for the mortgage investment entity, are generally subject to mortgage broker licensing
requirements and are required to be licensed as a mortgage broker unless an exemption from registration
is available.
Neither DOF nor DCI is currently registered in any of the categories referred to above. Should the
Arrangement be completed and Caplink cease to be the manager of Crossroads, DOF and DCI will have
to engage another manager that is duly registered in all applicable categories and there is no guarantee
that DOF and DCI would be able to do so in a timely manner, if at all.
Change in Investment Policies
DOF's policies, practices and procedures may be amended or replaced at any time.
Conflicts of Interest
DOF is subject to a number of actual and potential conflicts of interest involving DCI and its affiliates
because DCI provides discretionary investment management services and other services to other investors
and investment entities, and DCI and its affiliates may also invest for their own accounts. Accordingly, the
services that are provided by DCI pursuant to the DOF Administration and Management Agreement are not
exclusive to DOF, and the DOF Administration and Management Agreement does not restrict DCI or its
affiliates from establishing additional investment corporations, from entering into other advisory
relationships or from engaging in other business activities, even though such activities may be in
competition with DOF and/or involve substantial time and resources of DCI.
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DOF will rely upon DCI to manage the business of DOF and to provide managerial skill. The directors and
officers of DCI may have a conflict of interest in allocating their time between the respective businesses
and interests of DCI and DOF, and other businesses or projects in which they may become involved.
Change in Legislation
There can be no assurance that certain laws applicable to DOF, including Canadian federal and provincial
tax laws, tax proposals, other governmental policies or regulations and governmental, administrative or
judicial interpretation thereof, will not change in a manner that will adversely affect DOF or fundamentally
alter the tax consequences to unitholders acquiring, holding or disposing of units.
LEGAL PROCEEDINGS AND REGULATORY ACTIONS
Legal Proceedings
DOF, DCI and their affiliates may be involved in litigation from time to time in the ordinary course of
business. No assurance can be given as to the final outcome of any legal proceedings or that the ultimate
resolution of any legal proceedings will not have a materially adverse effect on DOF, DCI or their affiliates.
DOF and its affiliates are currently involved in the following litigation.
On April 5, 2017, OCC et al. filed a lawsuit in Calgary, Alberta against certain former management advisors
and consultants to DOF's predecessors in interest in its RMBS portfolio, alleging, inter alia, fraud and
negligence, seeking approximately USD$49,000,000 in damages. Default judgements or settlements were
obtained against all parties with the exception of the auditor Crowe Mackay who continues to defend the
claim. DOF, via DCI, has submitted its affidavit of records and is awaiting discoveries. Litigation remains
ongoing as of the date of this Information Circular, and no assessment can be provided as to the likelihood
of duration or outcome of the proceeding.
Regulatory Actions
Neither DOF nor DCI is, and at any time within the three most recently completed financial years was,
subject to any penalties or sanctions imposed by a court or regulatory body, and no settlement agreement
was entered into by DOF or DCI at any time within the three most recently completed financial years.
INTERESTS OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS
Other than as disclosed herein or in the Information Circular, no Trustee of DOF, or director or officer of
DCI, or unitholder that beneficially owns or controls more than 10% of the outstanding Trust Units, or any
of their respective associates or affiliates, has had any material interest, direct or indirect, by way of
beneficial ownership of securities or otherwise, in any transaction with DOF within the three most recently
completed financial years or during the current financial year of DOF, except as otherwise disclosed in the
Information Circular.
AUDITORS, TRANSFER AGENTS AND REGISTRARS
The transfer agent and registrar for the Trust Units is Olympia Trust Company, 4000, 520 – 3rd Avenue SW
Calgary, AB, T2P 0R3.
DOF's auditors are PricewaterhouseCoopers LLP, 111 – 5th Avenue SW, Suite 3100, Calgary, AB, T2P
5L3.
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MATERIAL CONTRACTS
DOF entered into the following material contracts within the financial year ended December 31, 2021, or
since such time or before such time that are still in effect, other than in the ordinary course of business:
(a)

the DOF Declaration of Trust. See "Material Contracts – DOF Declaration of Trust";

(b)

the DOF Administration and Management Agreement. See "Material Contracts – DOF
Administration and Management Agreement";

(c)

the DOF Limited Partnership Agreement See "Material Contracts – DOF Limited
Partnership Agreement"; and

(d)

the Arrangement Agreement. See "The Arrangement – The Arrangement Agreement" in
the accompanying Information Circular and the Arrangement Agreement as Appendix B to
the accompanying Information Circular.

DOF Declaration of Trust
The following sections summarize the terms of the DOF Declaration of Trust. This summary is qualified in
its entirety by reference to the full terms and conditions of the DOF Declaration of Trust.
Trustees
The current trustees of DOF are Jay Simmons, William Overend and Steve Allan. The Trustees may be
removed by a resolution passed by not less than 66⅔% of the votes cast by those unitholders entitled to
vote on such resolution, or DCI in certain limited circumstances.
Classes and Attributes of Trust Units
The DOF Declaration of Trust provides that the beneficial interests in DOF will be divided into and
represented by one or more classes or series of units, described and designated as units, having
substantially the following terms:
1. Issuable in Series: Each unit may at any time and from time to time be issued in one or more series.
2. Parity Among Classes: The rights of all holders of each class of unit will be equal in all respects, without
discrimination, preference or priority among them, including with respect to matters such as the right to
receive distributions (provided, however, that in accordance with the DOF Declaration of Trust, each
class or series of units may be entitled to receive, if, as and when declared by DOF, a different amount
of distribution), and the distribution of assets of DOF in the event of any liquidation, dissolution or
winding up of DOF, or other distribution of assets of DOF for the purpose of winding up its affairs.
3. Voting Rights: The holders of the Trust Units shall be entitled to receive notice of and to attend all
meetings of the holders of units of DOF and to one vote in respect of each Trust Unit held at all such
meetings. The holders of DOF Preferred Units shall not be entitled to receive notice of or to attend all
meetings of the holders of units of DOF.
4. Participation upon Liquidation, Dissolution or Winding Up: In the event of the liquidation, dissolution or
winding up of DOF or other distribution of assets of DOF among its holders of units for the purpose of
winding up its affairs, the holders of the Trust Units shall be entitled, subject to the rights of the holders
of any other class of units entitled to receive assets of DOF upon such a distribution in priority to, or
concurrently with, the holders of the Trust Units, to participate in the distribution.
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5. Repurchase of Trust Units by DOF: DOF shall be entitled to offer to any holder of units, and upon
acceptance of such offer, to purchase for cancellation, all or part of the outstanding units in respect of
which the offer was accepted, at a price per unit and on a basis as determined, in each case, by the
Trustees in their sole discretion but in compliance with all applicable laws, rules and regulations
governing same.
6. Redemption:
(a)

Right to Redeem: A holder of Trust Units shall be entitled to require DOF to redeem, at any
time at the demand of the holder, all or any part of the Trust Units registered in the name
of the unitholder. There are certain procedural requirements to be set forth in the DOF
Declaration of Trust, which must be adhered to in connection with any redemption of Trust
Units.

(b)

Redemption Price Calculation: The redemption price per Trust Unit to be received on
redemption shall be calculated based on the discounted fair market value of the Trust Units
(as determined by the Trustees in their sole discretion, acting reasonably).

(c)

Payment of Redemption Price: Payment of the redemption price will not necessarily be in
cash. While it is anticipated that DOF will attempt to pay the redemption price in cash, the
DOF Declaration of Trust provides for the following items:
(i)

A maximum quarterly cash amount (set by the Trustees in their sole discretion)
which will limit the amount of cash that can be paid out by DOF on redemption per
quarter, following which (subject to (iii) below), the Trustees shall only be obligated
to make cash payments pro rata to a maximum of a quarterly limit which shall be
set by the Trustees.

(ii)

The balance of any redemption price that is not paid in cash will be, subject to
receipt of any applicable regulatory approvals, paid by DOF, in the discretion of
the Trustees, through the issuance of promissory notes and/or through a
distribution, in specie, of property of DOF.

(iii)

Redemptions may be restricted by certain thresholds to ensure that DOF is not
required adversely affect the business and portfolio performance of DOF to satisfy
a large number of redemption requests. The Trustees will have the power to waive
or alter such thresholds and any time and from time to time if deemed to be in the
best interest of DOF including prioritizing cash redemptions for holders of a de
minimis number of Trust Units.

(iv)

To the extent that a unitholder holds their Trust Units through an RRSP, TSFA,
RRIF or other similar tax exempt plan, there may be significant adverse tax
consequences where promissory notes or other non-cash property of DOF are
received by such exempt plans upon the redemption of Trust Units.

For a discussion of the redemption rights applicable to the DOF Preferred Units, see "Description of Capital
Structure" above.
Creation of New Trust Unit Classes
The DOF Declaration of Trust provides that the Trustees have the discretion to determine, at any time and
from time to time, whether the capital of DOF is divided into one or more additional classes or series of
units, the attributes that shall attach to each such class or series of units and whether any class or series
of units should be re-designated as a different class or series of units. The Trustees may also make such
amendments and restatements to the DOF Declaration of Trust as the Trustees consider necessary or
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appropriate to establish and provide for any additional class or series of units without prior notice to, or the
approval of, unitholders.
Meetings of Unitholders
The DOF Declaration of Trust provides that: (a) there is no requirement to hold annual meetings of the
holders of Trust Units to vote on any particular matter, although DOF may hold annual meetings with
unitholders to update unitholders on the business of DOF and the Limited Partnership; and (b) special
meetings of unitholders may be convened at any time if requisitioned in writing by either the Independent
Review Committee of DOF or DCI.
Distributions
The Trustees and DCI have jointly developed a distribution policy for DOF whereby the Trustees may
authorize, in their sole discretion, the distribution of DOF's income to unitholders in accordance with the
terms and conditions of the DOF Declaration of Trust. Currently there is no definitive timeline as to when
distributions to unitholders will commence. Distributions are not guaranteed and DOF cannot and does not
promise that a distribution will ever be approved by the Trustees.
Transfer of Units
The DOF Declaration of Trust provides that any transfer of units requires the prior written consent of the
Trustees or DCI, and must be in compliance with applicable securities laws and the terms and conditions
of the DOF Declaration of Trust.
Limitation on Non-resident Ownership
It is in the best interest of the unitholders that DOF always qualify as a "mutual fund trust" under the Tax
Act and this requires, among other things, that DOF shall not be established or maintained primarily for the
benefit of non-residents of Canada (within the meaning of the Tax Act). Accordingly, for so long as it is
required by the Tax Act for DOF to maintain its status as a "mutual fund trust", at no time may non-residents
of Canada be the beneficial owners of more than 49% of the outstanding Trust Units, on both a non-diluted
and fully-diluted basis.
DOF Administration and Management Agreement
Pursuant to the terms of the DOF Administration and Management Agreement: (i) DCI shall manage the
business and affairs of DOF, as delegated by the Trustees; and (ii) DCI shall manage the business and
affairs of the Limited Partnership, as delegated by the General Partner. Pursuant to the duties delegated to
DCI in each of clauses (i) and (ii), DCI has assumed the majority of the duties set out in the DOF Declaration
of Trust and DOF Limited Partnership Agreement.
For acting as the administrator and manager of DOF, DCI shall be entitled to a reimbursement of expenses.
The General Partner shall receive a management fee (equal to 2% of the aggregate value of the assets
under management), an acquisition fee (if applicable, equal to 1% of the aggregate purchase price in
respect of assets acquired, payable on the closing date of such acquisition), a disposition fee (if applicable,
equal to 1% of the aggregate purchase price paid by a purchaser for each asset disposed of by the Limited
Partnership (directly or indirectly)), a profit share incentive fee (if applicable) and a guarantee fee (if
applicable) from the Limited Partnership. The management fee, acquisition fee, disposition fee and
guarantee fee shall each be payable by the General Partner to DCI pursuant to the DOF Administration
and Management Agreement.
Management compensation includes an option, exercisable at any time following the date of the
Arrangement Agreement, to purchase up to 20% of the assets under management held by DOF, or such
number of Trust Units that would equal 20% of the issued and outstanding Trust Units at the lower of (a)
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the issue price of Trust Units on October 12, 2018, or (b) the fair market value of the Trust Units upon
exercise of the foregoing option. Additionally, if the net asset value per Trust Unit increases by 5% between
the first and last day of the fiscal year, DCI shall be entitled to a profit share incentive equal to 25% of the
distributable cash.
For acting as the Manager of the Limited Partnership, DCI will be reimbursed for operating expenses and
management expenses.
In the nine-months ended September 30, 2021, DCI was paid the aggregate amount of $225,939 ($634,577
in the nine-months ended September 30, 2020) pursuant to the DOF Administration and Management
Agreement.
DOF Limited Partnership Agreement
The Limited Partnership was formed on August 2, 2018 pursuant to an initial limited partnership agreement
between the General Partner, as general partner, and DOF, as initial limited partner. The initial limited
partnership agreement was amended and restated upon the entering into of the DOF Limited Partnership
Agreement. The Limited Partnership was organized in order to: (a) own, develop, maintain, operate,
manage and lease its properties and assets, acquire new properties and assets from time to time, make
investments, acquisitions, transfers, assignments, sales and hold other direct or indirect rights and engage
in all activities ancillary and incidental to the conduct of such business, including, but not limited to, those
activities of the General Partner permitted under the DOF Limited Partnership Agreement; and (b) provide
financial assistance to DOF and/or any subsidiaries or affiliates of the Limited Partnership, and may take
all actions and engage in all activities ancillary thereto or in furtherance thereof. The business of the Limited
Partnership may be carried on directly or indirectly through other persons.
The DOF Limited Partnership Agreement stipulates that the Limited Partnership commenced on August 2,
2018 and shall dissolve on the earliest of (a) the removal or deemed removal of the General Partner unless
such general partner is replaced as provided in the DOF Limited Partnership Agreement; and (b) the
authorization of such dissolution by a Special Resolution (as defined in the DOF Limited Partnership
Agreement).
The limited partners shall not be required to make any further capital contributions to the Limited
Partnership. The contributions of limited partners will be returned when investments held by the Limited
Partnership are realized.
The Limited Partnership's profits and losses shall be allocated in accordance with the partners' respective
interests in the Limited Partnership. At the time or times determined by the General Partner, the General
Partner shall cause the Limited Partnership to distribute any cash held by it which is not reasonably
necessary for the operation of the Limited Partnership. Cash available for distribution shall be distributed
to the partners of the Limited Partnership in the same proportion as their then capital account balances.
A limited partner may not at any time assign the whole or any part of its interest in the Limited Partnership
without the approval of the General Partner, in its sole discretion.
The General Partner may from time to time admit to the Limited Partnership an additional person or
additional persons as limited partners.
The terms and provisions of the DOF Limited Partnership Agreement may generally be modified or
amended at any time and from time to time with the written consent of the partners by Special Resolution.
Notwithstanding the foregoing, the unanimous approval of all partners will be required for amendments that:
(a) alter the ability of the partners to remove the General Partner involuntarily; (b) change the liability of any
limited partner; (c) allow any limited partner to take an active part in the business of the Limited Partnership
or to exercise control over management of the business of the Limited Partnership, unless such limited
partner has agreed to serve as General Partner or a delegate thereof; or (d) change the Limited Partnership
from a limited partnership to a general partnership or other type of business entity. No amendment that
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would adversely affect the rights and obligations of the General Partner, in its role as General Partner, may
be made without its consent.
The Limited Partnership shall not be dissolved or terminated by the admission of any new general partner
or limited partner or by the removal, death, incompetence, bankruptcy, insolvency, dissolution, winding-up,
liquidation or receivership of, or the substitution of another party as, the general partner or one or more
limited partners, or upon the transfer of any interest in the Limited Partnership. Upon dissolution, a limited
partner may receive its pro rata share of the investment securities held by the Limited Partnership, subject
to applicable securities laws and transfer restrictions.
EXPERTS
Names of Experts
The only Persons or companies who are named as having prepared or certified a report, valuation,
statement or opinion in this Appendix E and whose profession or business gives authority to the report,
valuation statement or opinion made by the Person or company, are PricewaterhouseCoopers LLP, DOF's
independent auditors.
Interests of Experts
PricewaterhouseCoopers LLP are the auditors of DOF and have confirmed that they are independent with
respect to DOF within the meaning of the relevant rules and related interpretations prescribed by the
relevant professional bodies in Canada and any applicable legislation or regulations.
SIGNIFICANT ACQUISITIONS
DOF has not completed any significant acquisitions or significant dispositions or entered into any significant
probable acquisitions within or since the completion of DOF's most recently completed financial year.
REPORTING REQUIREMENTS
DOF is not a reporting issuer or the equivalent thereof under the securities legislation in any jurisdiction in
Canada, the United States or elsewhere. Accordingly, DOF is not subject to the continuous reporting and
disclosure requirements prescribed by such securities legislation. Therefore, there is no requirement that
DOF comply with such requirements, including, without limitation, the requirements to provide prompt
notification of material changes by way of press releases, to formally file disclosure documents with
applicable securities regulatory authorities or to prepare and file quarterly unaudited financial statements.
ADDITIONAL INFORMATION
Additional information about DOF and DCI is available by contacting info@durum.ca or 403.541.5303.
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SCHEDULE "A" TO APPENDIX E
2020 DOF FINANCIAL STATEMENTS
(see attached)

To the Unitholder and Trustees of Durum Opportunities Fund

Our opinion
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of Durum Opportunities Fund (the Trust) as at December 31, 2020 and 2019, and its financial
performance and its cash flows for the years then ended in accordance with International Financial
Reporting Standards (IFRS).
What we have audited
financial statements comprise:
the statements of financial position as at December 31, 2020 and 2019;
the statements of net and comprehensive income for the years then ended;
the statements of changes in net assets attributable to unitholders for the years then ended;
the statements of cash flows for the years then ended; and
the notes to the financial statements, which include significant accounting policies and other
explanatory information.

Basis for opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the
the financial statements section of our report.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.
Independence
We are independent of the Trust in accordance with the ethical requirements that are relevant to our audit
of the financial statements in Canada. We have fulfilled our other ethical responsibilities in accordance
with these requirements.

Responsibilities of management and those charged with governance for the
financial statements
Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS, and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

PricewaterhouseCoopers LLP
111-5th Avenue SW, Suite 3100, Calgary, Alberta, Canada T2P 5L3
T: +1 403 509 7500, F: +1 403 781 1825

continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Trust or to cease
operations, or has no realistic alternative but to do so.

responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
ort that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Canadian generally accepted auditing standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.
As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:
Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditi
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
report. However, future events or conditions may cause the Trust to cease to continue as a going
concern.
Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

Chartered Professional Accountants
Calgary, Alberta
April 21, 2021
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SCHEDULE "B" TO APPENDIX E
2019 DOF FINANCIAL STATEMENTS
(see attached)

Durum Opportunities Fund
Financial Statements
As at December 31, 2019
(expressed in Canadian dollars)

Independent auditor’s report
To the Unitholders and Trustees of Durum Opportunities Fund

Our opinion
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of Durum Opportunities Fund (the Trust) as at December 31, 2019 and its financial performance
and its cash flows for the year then ended in accordance with International Financial Reporting Standards
(IFRS).
What we have audited
The Trust’s financial statements comprise:
the statement of financial position as at December 31, 2019;
the statement of net and comprehensive income for the year then ended;
the statement of changes in net assets attributable to unitholders for the year then ended;
the statement of cash flows for the year then ended; and
the notes to the financial statements, which include a summary of significant accounting policies.

Basis for opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit
of the financial statements section of our report.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.
Independence
We are independent of the Trust in accordance with the ethical requirements that are relevant to our audit
of the financial statements in Canada. We have fulfilled our other ethical responsibilities in accordance
with these requirements.

Responsibilities of management and those charged with governance for the financial
statements
Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS, and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
error.
PricewaterhouseCoopers LLP
111-5th Avenue SW, Suite 3100, Calgary, Alberta, Canada T2P 5L3
T: +1 403 509 7500, F: +1 403 781 1825
“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership.

In preparing the financial statements, management is responsible for assessing the Trust’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Trust or to cease
operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Trust’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Canadian generally accepted auditing standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.
As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:
Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.
Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Trust’s internal control.
Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Trust’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Trust to cease to continue as a
going concern.
Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

Chartered Professional Accountants
Calgary, Alberta
April 28, 2020

Durum Opportunities Fund
Statement of Financial Position
As at December 31
(expressed in Canadian dollars)

Assets
Current assets
Cash and deposits in trust
Prepaid expenses
Investment in Durum Opportunities LP (note 7)
Liabilities
Current liabilities
Accounts payable and accrued liabilities
Due to Durum Opportunities LP (note 9)

Long-term incentive compensation (note 10)
Net assets attributable to unitholders (note 8)

December 31,
2019

December 31,
2018

$

$

10
399
409
12,269,622
12,270,031

10
10
11,583,865
11,583,875

4,595
4,595

30,784
30,784

320,649
325,244
11,944,787

30,784
11,553,091

Commitments and contingencies (note 10)
Subsequent events (note 11)
The accompanying notes are an integral part of these financial statements.

Approved by the Trustees
_________________________, Jay Simmons, Trustee
_________________________, Bill Overend, Trustee
_________________________, Steve Allan, Trustee

Durum Opportunities Fund

Statement of Net and Comprehensive Income
For the year-ended December 31, 2019 and the five-month period ended December 31, 2018
(expressed in Canadian dollars)
December 31,
2019
$
Expenses
General and administrative expenses (note 9)
Unit-based compensation expense (note 10)
Decrease in net assets attributable to unitholders
before share of profits from investees
Share of profit from investment in Durum
Opportunities LP (note 7)
Increase in net assets attributable to unitholders

December 31,
2018
$

183,796
320,649

30,784
-

(504,445)

(30,784)

896,141
391,696

400,634
369,850

The accompanying notes are an integral part of these financial statements.

Durum Opportunities Fund

Statement of Changes in Net Assets Attributable to Unitholders
For the year-ended December 31, 2019 and the five-month period ended December 31, 2018
(expressed in Canadian dollars)

Investor
units
$
Net assets attributable to
unitholders, July 31, 2018
Investor units issued upon
restructuring (note 8)
Net income, increase in net assets
attributable to unitholders
Net assets attributable to
unitholders, December 31, 2018
Net and comprehensive income,
increase in net assets attributable
to unitholders
Net assets attributable to
unitholders, December 31, 2019

Accumulated
earnings
$

Total net assets
$

10

-

10

11,183,231

-

11,183,231

369,850

369,850

11,183,241

369,850

11,553,091

-

391,696

391,696

11,183,241

761,546

11,944,787

-

The accompanying notes are an integral part of these financial statements.

Durum Opportunities Fund

Statement of Cash Flows
For the year-ended December 31, 2019 and the five-month period ended December 31, 2018
(expressed in Canadian dollars)

Cash provided by (used in)
Operating activities
Increase in net assets attributable to unitholders
Items not affecting cash:
Share of profit from investment in Durum
Opportunities LP
Unit-based compensation expense
Net changes in non-cash working capital items:
Increase in prepaid expenses
Increase in accounts payable and accrued
liabilities
(Decrease) increase in due to Durum
Opportunities LP
Cash used in operating activities
Financing activities
Distributions from Durum Opportunities LP (note 9)
Cash provided by financing activities

December 31,
2019
$

December 31,
2018
$

391,696

369,850

(896,141)
320,649

(400,634)
-

(183,796)

(30,784)

(399)

-

4,595

-

(30,784)
(210,384)

30,784
-

210,384
210,384

-

10
10

10
10

Increase (decrease) in cash
Cash  beginning of year
Cash  end of year

The accompanying notes are an integral part of these financial statements.

Durum Opportunities Fund
Notes to the Financial Statements
As at December 31, 2019

1. Nature of operations
Durum Opportunities Fund (the Trust) is an unincorporated open-ended investment trust governed
by the laws of the Province of Alberta, established by a Declaration of Trust dated June 30, 2018.
The Trust owns the outstanding units issued by Durum Opportunities LP (the LP or Subsidiary),
alongside a General Partner (the GP). The GPs sole activity is to manage the business and affairs
of the LP which has been set out in an agreement between the Trust and the GP.
The Trusts investment in the LP ultimately resulted from the completion of a restructuring transaction
(the Transaction), whereby the LP purchased all the assets and liabilities of 1502770 Alberta Ltd.
(the Corporation), and its subsidiaries, by way of an arrangement under the Business Corporations
Act (Alberta) (ABCA) for consideration of partnership units issued. The Trusts unitholders are
comprised of former investors of the Corporation who received units in the Trust in exchange for the
residual value of the assets and liabilities of the Corporation, pursuant to the closing of the
Transaction (see note 8 for additional information regarding the Transaction).
The beneficiaries of the unincorporated trust are the unitholders. The financial statements present
only the assets, liabilities and results of the operations of the Trust. The Trust intends to qualify as a
"mutual fund trust" as defined in the Income Tax Act (Canada), but is not a "mutual fund" within the
meaning of applicable Canadian securities legislation. Under the Income Tax Act (Canada), the Trust
is subject to income taxes only on income that is not distributed or distributable to the unitholders.
The Trust, to date, has no undistributed income. The life of the Trust is not limited.
The head office of the Trust is 1414 8th Street S.W., Suite 500, Calgary, Alberta, T2R 1J6.
The Board of Trustees approved these financial statements on April 24, 2020.
2. Basis of preparation
(a) Statement of compliance
These financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) as issued the by International Accounting Standards Board (IASB) and
interpretations of the International Financial Reporting Interpretations Committee (IFRIC).
(b) Basis of measurement
These financial statements have been prepared on the historical cost basis. Historical cost is
generally based on the fair value of the consideration given in exchange for assets at the time of the
transaction.
(c) Functional and presentation currency
These financial statements are presented in Canadian dollars, which is the functional currency of the
Trust.

Durum Opportunities Fund
Notes to the Financial Statements
As at December 31, 2019

(d) Managements significant accounting estimates, judgments and assumptions
The preparation of financial statements requires management to make judgments, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets,
liabilities, income and expenses. Estimates and underlying assumptions and judgments are reviewed
on an ongoing basis and are based on historical experience and various other factors it believes to be
reasonable under the given circumstances as the basis for its judgments and estimates. Actual
outcomes may differ from these estimates under different assumptions and conditions. Revisions to
accounting estimates are recognized in the period in which the estimates are revised and in any
future years affected.
3. Summary of significant accounting policies
The accounting policies applied in the preparation of these financial statements are set out below:
(a) Cash
Cash includes deposits held at call with legal counsel. Cash amounts are generally used for short
term purposes.
(b) Financial instruments
Financial instruments are any contract that gives rise to a financial asset of one party and a financial
liability or equity instrument of another party. Financial instruments are recognized when the Trust
becomes a party to the contractual provisions of the instrument.
Financial assets are derecognized when the rights to receive cash flows from the assets have expired
or have been transferred and the Trust has transferred substantially all risks and rewards of
ownership. Financial liabilities are derecognized when the obligation specified in the contract is
discharged, cancelled or expired.
i. Classification and measurement
The Trust classifies and measures financial assets on initial recognition as described below in
accordance with IFRS 9 Financial Instruments (IFRS 9):
The instrument is classified at amortized cost, if the objective of the Trusts business model for the
instrument or group of instruments is to:

Hold the asset to collect the contractual cash flows; and

The contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest.
Financial instruments are recognized at fair value on initial recognition of the instrument except for
assets or liabilities measured at amortized cost, which are initially measured at fair value less directly
attributable transaction costs.
Subsequent to initial recognition, financial instruments are measured as described below:
Classification
Cash and deposits in trust
Amortized cost
Prepaid expenses
Amortized cost
Accounts payable and accrued liabilities
Amortized cost
Due to Durum Opportunities LP
Amortized cost
All financial instruments not at amortized cost are recorded at a fair value.

Durum Opportunities Fund
Notes to the Financial Statements
As at December 31, 2019

ii. Trust capital
Investor Units
In determining whether the Trust Units should be classified as liabilities or equity, management has
assessed whether the Trust Units contain a contractual agreement to deliver cash or another financial
asset to another entity, whether the Trust Units are puttable and whether the criteria in IAS 32
Financial Instruments: Presentation (IAS 32), which permit classification of a puttable instrument as
equity, have been satisfied. Units of the Trust are redeemable at the option of the holder and
therefore do not qualify as equity under IAS 32. Accordingly, the trust units are classified as liabilities.
Incremental costs directly attributable to the issue of Trust Units are recognized as a deduction from
equity. The amount of distributions declared in any year is recognized as a deduction from
unitholders equity.
iii. Impairment
At each statement of financial position date, a provision for impairment is made and an impairment
loss is recognized in comprehensive income when there is objective evidence (such as the probability
of insolvency or significant financial difficulties of the debtor) that the Trust will not be able to collect
all of the amounts due under the original terms of the contract. This analysis is performed using a
forward-looking expected credit loss model under IFRS 9. The carrying amount of the financial
asset is reduced through use of an allowance account for expected credit losses. Impaired debts are
written off against the allowance account when they are assessed as uncollectible. Any subsequent
reversal of an impairment loss is recognized in comprehensive income.
(c) Investments under significant influence
The Trust has an investment in Durum Opportunities Limited Partnership, which has been accounted
for under the equity method. The investment is initially recognized at cost and adjusted thereafter to
recognize the Trusts share of the post-acquisition profits or losses of the investee in net and
comprehensive income. Distributions and contributions are recognized as a reduction or addition,
respectively, in the carrying amount of the investment.
(d) Income taxes
The Trust intends to be taxed as a mutual fund trust for income tax purposes and intends to
distribute its income for income tax purposes each year to unitholders to such an extent that it would
not be liable for income tax under Part I of the Income Tax Act (Canada). Accordingly, no provision
for income taxes is included in the financial statements.
(e) Unit-based compensation plans
In accordance with the unitholder approved information circular, management compensation includes
an option, exercisable at any time following the date of the Admin Agreement on written notice to the
Trust, to purchase the assets held by the Trust representing up to 20% of the aggregative value of the
assets under management or such number of Trust units that would result in the Manager holding up
to 20% of the total issued and outstanding Trust units at the lower of the price at the effective date of
the Admin Agreement and fair market value at exercise. All consideration payable by the Manager to
the Trust in connection with the options shall be approved by the Independent Review Committee as
defined in the Trust Indenture and in the event the Admin agreement is terminated, so to is the option.

Durum Opportunities Fund
Notes to the Financial Statements
As at December 31, 2019

Under the unit-based compensation plan, there is no cash consideration and therefore is considered
to vest immediately upon grant date. At the end of each period, the entity revises its estimates and
recognizes the impact of the revision to original estimates, if any, in profit or loss, with a
corresponding adjustment to liabilities. An expense, shown as unit-based compensation expense,
and corresponding increase in liabilities, shown as long-term incentive compensation, represents the
dilutive impact of the option upon grant date and the fair-value adjustment of the option at the end of
the period.
4. Adoption of new and revised reporting standards
The Trust has adopted IFRS 16 Leases ("IFRS 16"), which came into effect on January 1, 2019. This
standard requires a lessee to recognize a right-of-use asset representing its right to use the
underlying asset and a lease liability representing its obligation to make lease payments.
The Trust has no lease contracts in which it is a lessor or lessee. Accordingly, the adoption of IFRS
16 has had no impact on the Trusts December 31, 2019 financial statements.
The Trust did not adopt any new or revised standards in advance of their effective dates.
5.

Standards and interpretations issued but not yet effective

In May 2019 the IAS issued the following standards and interpretations but were not mandatory for
annual reporting periods ending December 31, 2019:
a) The IASB amended the definition of a business under IFRS 3 Business Combinations (IFRS
3). The amended definition of a business requires an acquisition to include an input and a
substantive process that together significantly contribute to the ability to create outputs where
outputs is amended to focus on goods and services provided to customers, generating
investment income and other income, and it excludes returns in the form of lower costs and
other economic benefits. The amendment will likely result in more acquisitions being
accounted for as asset acquisitions. The amendment is effective for annual periods beginning
on or after January 1, 2020.
b) The IASB amended the definition of material under IAS 1 Presentation of Financial
Statements (IAS 1) and IAS 8 Accounting Policies, Changes in Accounting Estimates and
Errors (IAS 8). The amendments clarify:
-

that the reference to obscuring information addresses situations in which the effect is
similar to omitting or misstating that information and that an entity assesses materiality in
the context of the financial statements as a whole; and

-

the meaning of primarily users of general-purpose financial statements to whom those
financial statements are directed, by defining them as existing and potential investors,
lenders and other creditors that must rely on general purpose financial statements for
much of the financial information they need.

The amendments are effective for annual period beginning on or after January 1, 2020 with no
material implications anticipated by management upon adoption.

Durum Opportunities Fund
Notes to the Financial Statements
As at December 31, 2019

6. Financial risk management and capital management
Financial risk management
The Trusts activities expose it to a variety of financial risks that arise as a result of its business
activities including credit risk, liquidity risk and market risk. The Trust employs risk management
strategies and policies to ensure that any exposure to risk is in compliance with the Trusts business
objectives and risk tolerance levels. While the Trustees have the overall responsibility for the Trusts
risk management framework, management has the responsibility to administer and monitor these
risks. This note presents information about the Trusts exposure to each of the above risks, the
Trusts objectives, policies and processes for measuring and managing risk, and the Trusts
management of capital.
(a) Market risk
Market Risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
due to changes in market prices. Market risk comprises interest risk and foreign exchange risk. At
December 31, 2019, the Trust is not exposed to significant market risk.
As a result of the investment in the LP, the Trust is exposed to operations in foreign currencies.
Foreign currency risk, as defined in IFRS 7 Financial Instruments: Disclosures (IFRS 7), arises as
the value of future transactions, recognised monetary assets and monetary liabilities denominated in
other currencies fluctuate due to changes in foreign exchange rates. IFRS 7 considers the foreign
exchange exposure relating to non-monetary assets and liabilities to be a component of market price
risk, not foreign currency risk. However, management monitors the exposure on all foreign currency
denominated assets and liabilities. The Trust does not enter into any foreign exchange hedging
transactions for the purpose of managing its exposure to foreign exchange movements (both
monetary and non-monetary).
(b) Credit risk
Credit risk arises from the non-performance by counterparties of their contractual financial
obligations. The Trust has no significant concentrations of credit risk.
(c) Liquidity risk
Liquidity risk is the risk that the Trust will encounter difficulty in meeting obligations associated with
financial obligations. The Trust manages its liquidity risk by monitoring and reviewing the maturity
profile of its financial assets and liabilities.
The Trusts financial assets and liabilities presented below are generally due within one year.
Contractual cash flows for these generally equal their carrying value in the statement of financial
position. The undiscounted cash flow requirements for these financial instruments as at December
31, 2019 are as follows:

Durum Opportunities Fund
Notes to the Financial Statements
As at December 31, 2019

Demand or
less than 1
month
$
Assets
Cash and deposits in trust
Prepaid expenses
Liabilities
Accounts payable and accrued
liabilities

1 to 3
months

More than
3 months

Total

$

$

$

10
399
409

-

-

10
399
409

4,595
4,595

-

-

4,595
4,595

Capital management
The Trusts objectives when managing capital are to:
(i) ensure adequate capital is retained by the Trust to carry out business activities;
(ii) ensure that the Trust is able to meet all obligations relating to the entity; and
(iii) maximize the rate of return to its unitholders.
The Trust considers its capital structure to include equity attributable to unitholders. The Trust will
manage its capital structure and make changes to it in the light of changes in economic conditions
and the risk characteristics of the securities markets. In order to maintain or adjust the capital
structure, the Trust may from time to time issue debt or units and adjust its spending to manage its
current and projected capital requirements.
7. Investment in Durum Opportunities LP
The investment represents the Trusts ownership of the LPs Class A units. The Trust currently owns
all the issued and outstanding limited partnership units in the LP and its investment in the LP is
accounted for using the equity method. The LP is a private entity and there is no quoted market price
available for their LP units.
The summarized financial information presents the consolidated balance sheet data as at December
31 for the LP:

Current assets
Non-current assets
Current liabilities
Partners equity

2019
$
3,079,532
9,374,317
184,227
12,269,622

2018
$
1,384,525
10,418,559
219,219
11,583,865

The following table presents the summarized consolidated statement of net and comprehensive
income for the year-ended December 31, 2019 and two-month period-ended December 31, 2018:

Durum Opportunities Fund
Notes to the Financial Statements
As at December 31, 2019

Revenue
Expenses
Net income
Other comprehensive income
Net and comprehensive income

2019
$
1,458,654
572,303
886,351
9,790
896,141

2018
$
237,370
181,350
56,020
344,614
400,634

The table below summarizes the changes in the Trusts investment during the year:
Balance, December 31, 2018
Share of profit from Durum Opportunities LP
Distributions received (note 9)
Balance, December 31, 2019

$
11,583,865
896,141
(210,384)
12,269,622

8. Trust units
(a) Authorized
In accordance with the Declaration of Trust, the Trust may issue an unlimited number of Class A
Trust units. The Board of Trustees of the Trust has discretion in respect to the timing and amounts of
distributions.
(b) Issued and outstanding
Number of
units
#

Fair value at
issue date
$

Balance, December 31, 2018
Units issued

1,065,489
-

11,183,241
-

Balance, December 31, 2019

1,065,489

11,183,241

On November 1, 2018, the LP completed the Transaction, whereby the LP purchased all the assets
and liabilities of the Corporation in accordance with the ABCA. The Transaction resulted in the
dissolution of the Corporation and its Canadian subsidiaries in accordance with the provisions of the
ABCA. All outstanding shares and bonds of the Corporation were cancelled, with 1,065,488 trust units
issued to unitholders in respect of their previous investment in the Corporation. The fair value of the
trust units issued at November 1, 2018 was $11,183,231.
No distributions were paid for the year-ended December 31, 2019 ($nil  December 31, 2018).
9.

Related party transactions

For the year ended December 31, 2019 the Trustees and the Trustee Advisory Committee (TAC) of
the Trust were compensated a total of $55,890 ($6,795  December 31, 2018) included within
general and administrative expenses.

Durum Opportunities Fund
Notes to the Financial Statements
As at December 31, 2019

The LP incurs ongoing expenses related to activities of the Trust, including fees and costs associated
with investor communications and transfer agency fees. At December 31, 2019, the Trust owed $nil
($30,784  December 31, 2018) to the LP in respect of these expenses as distributions of $210,384
were made to settle the amounts owing.
The Trustees of the Trust collectively own 440 Trust units, representing less than one percent of the
total Trust units outstanding at December 31, 2019 and December 31, 2018.
10.

Commitments and contingencies

The Trust and Durum Opportunities GP Inc. have entered into an administration agreement (the
Admin Agreement), dated effective October 12, 2018, with Durum Capital Inc. Durum Capital Inc.
(the Manager) acts as the administrator of the Trust and has full and absolute right, power and
authority to carry out delegated trust duties in accordance with the Admin Agreement. Durum Capital
Inc. is a company controlled and managed by a Trustee.
In accordance with the unitholder approved information circular, management compensation includes
an option, exercisable at any time following the date of the Admin Agreement, to purchase up to 20%
of the assets under management held by the Trust or such number of Trust units that would result in
a 20% Trust unit holding at the lower of the price at the effective date of the Admin Agreement and
fair market value at exercise. An expense, shown as unit-based compensation expense, and
corresponding increase to long-term incentive compensation liability of $320,649 represents the
dilutive impact of the option upon grant date of 264,865 units and the fair-value adjustment of the
option as at December 31, 2019.
Net asset
value/unit

Normalized1
Net asset
value/unit

Normalized1
Diluted net
asset
value/unit

Exercise
Price

Option Value

Change in
fair value of
option

$

$

$

$

$

$

December 31, 2018

10.84

10.63

10.51

10.00

223,279

223,279

December 31, 2019

11.21

11.42

11.14

10.00

320,649

97,370

1Normalized

for the 2018 and 2019 unit-based compensation expense, based on the option fair value, recorded
in respective years.

11.

Subsequent events

Since December 31, 2019, the outbreak of the novel strain of coronavirus, specifically identified as
COVID-19, has resulted in governments worldwide enacting emergency measures to combat the
spread of the virus. These measures, which include the implementation of travel bans, self-imposed
quarantine periods and social distancing, have caused material disruption to business globally
resulting in an economic slowdown. Global equity markets have experienced significant volatility and
weakness. Governments and central banks have reacted with significant monetary and fiscal
interventions designed to stabilize economic conditions. The duration and impact of the COVID-19
outbreak is unknown at this time, as is the efficacy of the government and central bank interventions.
It is not possible to reliably estimate the length and severity of these developments and the impact on
the financial results and condition of the Trust in future periods.
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Durum Opportunities Fund
Condensed Interim Financial Statements (Unaudited)
As at September 30, 2021
(expressed in Canadian dollars)

Durum Opportunities Fund

Statement of Financial Position (Unaudited)
As at September 30, 2021 and December 31, 2020
(expressed in Canadian dollars)

Assets
Current assets
Deposits in trust
Prepaid expenses
Investment in Durum Opportunities LP (note 1)
Liabilities
Current liabilities
Accounts payable and accrued liabilities

Long-term incentive compensation (note 3)
Net assets attributable to unitholders (note 2)

September 30,
2021
$

December 31,
2020
$

10
11,290
11,300
14,027,189
14,038,489

10
399
409
13,952,552
13,952,961

-

8,359
8,359

756,767
756,767
13,281,722

638,183
646,542
13,306,419

Durum Opportunities Fund

Statement of Net and Comprehensive Income (Loss) (Unaudited)
For the three and nine month period ended September 30
(expressed in Canadian dollars)

Expenses
General and administrative
expenses
Unit-based compensation
expense (note 3)
Decrease in net assets
attributable to unitholders
before share of profits from
investees
Share of profit from investment
in Durum Opportunities LP
(note 1)
Increase (decrease) in net
assets attributable to
unitholders

2021
$

3-months ended
2020
$

9-months ended
2021
2020
$
$

31,772

44,283

117,405

131,921

19,712

(9,721)

118,583

421,150

(51,484)

(34,562)

(235,988)

(553,071)

202,077

(57,114)

546,446

2,197,091

150,593

(91,676)

310,458

1,644,020

Durum Opportunities Fund

Statement of Changes in Net Assets Attributable to Unitholders (Unaudited)
For the nine month period ended September 30, 2021 and year ended December 31, 2020
(expressed in Canadian dollars)

Net assets attributable to unitholders,
December 31, 2019
Net and comprehensive income, increase in
net assets attributable to unitholders
Distributions to unitholders from investment
income
Distributions to unitholders from capital gains
Reinvestment of distributable income
Cost of unit repurchases
Net assets attributable to unitholders,
December 31, 2020
Net and comprehensive income, increase in
net assets attributable to unitholders
Distributions paid (note 2)
Cost of unit repurchases
Net assets attributable to unitholders,
September 30, 2021

Investor
units
$

Accumulated
earnings
$

Total net
Assets
$

11,183,241

761,546

11,944,787

-

1,363,190

1,363,190

-

(2,282,144)

(2,282,144)

(1,558)

(15,510)
2,297,654
-

(15,510)
2,297,654
(1,558)

11,181,683

2,124,736

13,306,419

-

310,458

310,458

(5,875)

(329,280)
-

(329,280)
(5,875)

11,175,808

2,105,914

13,281,722

Durum Opportunities Fund

Statement of Cash Flows (Unaudited)
For the nine month period ended September 30
(expressed in Canadian dollars)

Cash provided by (used in)
Operating activities
Increase in net assets attributable to unitholders
Items not affecting cash:
Share of profit from investment in Durum
Opportunities LP
Unit-based compensation expense
Net changes in non-cash working capital items:
Increase in prepaid expenses
Decrease in accounts payable and accrued
liabilities
Cash used in operating activities
Investing activities
Distributions from Durum Opportunities LP
Cash provided by investing activities
Financing activities
Units repurchased
Distributions paid to unitholders
Cash used in financing activities
Change in cash
Deposits in trust – beginning of the period
Deposits in trust – end of the period

2021
$

2020
$

310,458

1,644,020

(546,446)

(2,197,091)

118,584
(117,404)

421,150
(131,921)

(10,891)
(8,359)

(3,528)
(4,594)

(136,654)

(140,043)

471,809
471,809

140,043
140,043

(5,875)
(329,280)
(335,155)

-

10
10

10
10

Durum Opportunities Fund

Notes to the Condensed Interim Financial Statements
September 30, 2021
1.

Investment in Durum Opportunities LP

The investment represents the Trust’s ownership of the LP’s Class A units. The Trust currently owns
all the issued and outstanding limited partnership units in the LP and its investment in the LP is
accounted for using the equity method. The LP is a private entity and there is no quoted market price
available for their LP units.
The summarized financial information presents the consolidated balance sheet as at September 30,
2021 and December 31, 2020 for the LP:

Current assets
Non-current assets
Current liabilities
Partners’ equity

2021
$
7,854,934
6,184,250
(11,995)
14,027,189

2020
$
7,456,849
7,468,559
(972,856)
13,952,552

The following table presents the summarized consolidated statement of net and comprehensive income
for the period ended September 30:

Revenue
Expenses
Net income
Other comprehensive income
Net and comprehensive income

2021
$
2,001,963
(555,580)
1,446,383
(899,937)
546,446

2020
$
2,149,591
(1,050,280)
1,099,311
1,097,780
2,197,091

The table below summarizes the changes in the Trust’s investment during the period:
Balance, December 31, 2019
Share of profit from Durum Opportunities LP
Distributions received
Balance, December 31, 2020
Share of profit from Durum Opportunities LP
Distributions received
Balance, September 30, 2021

$
12,269,622
1,860,199
(177,269)
13,952,552
546,446
(471,809)
14,027,189

Durum Opportunities Fund

Notes to the Condensed Interim Financial Statements
September 30, 2021
2. Trust units
(a) Authorized
In accordance with the Declaration of Trust, the Trust can issue an unlimited number of Class A Trust
units. The Board of Trustees of the Trust has discretion in respect to the timing and amounts of
distributions.
(b) Issued and outstanding

Balance, December 31, 2019
Units repurchased
Balance, December 31, 2020
Units repurchased1
Balance, September 30, 2021
1.

Number of
units
#
1,065,489
(1,558)
1,063,931
(5,875)
1,058,056

Stated
Value
$
11,183,241
(1,558)
11,181,683
(5,875)
11,175,808

The repurchase terms are as follows; The unit holder can declare to either a) Sell the Tendered Units
not able to be redeemed for cash to the Trust in exchange for $1.00 per Tendered Unit or b) receive an
unsecured promissory note with a principal amount equal to the Tendered Units not redeemed for cash.

(c) Distribution to unitholders
On March 30, 2021 the Trust paid $329,280 in distributions to unitholders ($nil – September 30,
2020).
3.

Long term incentive compensation

The Trust and Durum Opportunities GP Inc. have entered into an administration agreement (the “Admin
Agreement”), dated effective October 12, 2018, with Durum Capital Inc (the “Manager”). The Manager
acts as the administrator of the Trust and has full and absolute right, power and authority to carry out
delegated trust duties in accordance with the Admin Agreement. The Manager is a company controlled
and managed by a Trustee.
In accordance with the unitholder approved information circular, management compensation includes
an option, exercisable at any time following the date of the Admin Agreement, to purchase up to 20%
of the assets under management held by the Trust or such number of Trust units that would result in a
20% Trust unit holding at the lower of the price at the effective date of the Admin Agreement and fair
market value at exercise. Net asset value (“NAV”) is used for the determination of the option value.
During the period, the Trust paid out a distribution to its unitholders of $0.31 per unit. The per unit
exercise price of the long-term incentive has been reduced by this amount, resulting in an exercise
price of $9.69 per unit. An expense, shown as unit-based compensation expense, and corresponding
increase to long-term incentive compensation liability of $764,705 represents the dilutive impact of the
option upon grant date of 264,603 units and the fair-value adjustment of the option as at September
30, 2021.

Durum Opportunities Fund

Notes to the Condensed Interim Financial Statements
September 30, 2021

Net asset
value/unit

Exercise
Price

Option Value

Change in fair
value of
option

$

$

$

$

December 31, 2020

12.41

10.00

638,183

317,534

September 30, 2021

12.55

9.69

756,767

118,583

E-32

SCHEDULE "D" TO APPENDIX E
DOF MD&A
(see attached)
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Basis of Presentation
This Management’s Discussion and Analysis (“MD&A”) contains important information about the results of operations
of Durum Opportunities Fund (“we”, “our”, or the “Trust” or “DOF”) for the year ended December 31, 2020 and ninemonth period ending September 30, 2021, as well as information about our financial condition and future prospects. We
recommend reading this MD&A, which has been prepared as of February 22, 2022, in conjunction with the 2020 audited
annual financial statements (“financial statements”) and unaudited nine-month period ended September 30, 2021
financial statements. These financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”). They have also been
prepared on a going concern basis, which presumes we will continue our operations for the foreseeable future and will
be able to realize our assets and discharge our liabilities and commitments in the normal course of business. As a result,
the Financial Statements do not reflect adjustments and classifications of assets, liabilities, revenues, and expenses which
would be necessary if we were unable to continue as a going concern.
All amounts are in Canadian dollars, unless otherwise stated and all tabular amounts are in thousands of Canadian
dollars, except per unit or as otherwise noted.
Information is considered material if (i) such information results in, or would reasonably be expected to result in, a
significant change in the market price or value of our shares; (ii) there is a substantial likelihood that a reasonable investor
would consider it important in making an investment decision; or (iii) it would significantly alter the total mix of
information available to investors. We evaluate materiality with reference to all relevant circumstances, including
potential market sensitivity.

Business O verview
Durum Opportunities Fund is an unincorporated open-ended investment trust governed by the laws of the Province of
Alberta, established by a Declaration of Trust dated June 30, 2018.
The Trust owns the outstanding units issued by Durum Opportunities LP (the “LP” or “Subsidiary” or “DOLP”), alongside
a General Partner (the “GP”). The GP’s sole activity is to manage the business and affairs of the LP which has been set
out in an agreement between the Trust and the GP.
The Trust’s investment in the LP ultimately resulted from the completion of a restructuring transaction (the “Initial
Transaction”), whereby the LP purchased all the assets and liabilities of 1502770 Alberta Ltd. (the “Corporation”), and
its subsidiaries, by way of an arrangement under the Business Corporations Act (Alberta) (“ABCA”) for consideration of
partnership units issued. The Trust’s unitholders are comprised of former investors of the Corporation who received units
in the Trust in exchange for the residual value of the assets and liabilities of the Corporation, pursuant to the closing of
the Initial Transaction.
The beneficiaries of the unincorporated trust are the unitholders. The financial statements present only the assets,
liabilities, and results of the operations of the Trust. The Trust, to date, has no undistributed income. The life of the Trust
is not limited.
The head office of the Trust is 1212 34th Avenue S.E., Calgary, Alberta, T2G 1V7.
The Trust does not directly generate revenue, but sources it's income from changes in value to its equity investment in
DOLP. The Trust does incur certain administrative and unit-based compensation expenses in managing the organization
and related investment. Other than the change in value of its investment in DOLP, there were no significant changes in
operations of the Trust during 2020 or over the 9-month period ended September 30, 2021. For a more fulsome
discussion on the financial operations of DOLP and the resulting change in investment see section ‘Investment in Durum
Opportunities LP’ within.
Subsequent Events – Arrangement Agreement
Effective January 28, 2022, we entered into an arrangement agreement (the "Arrangement Agreement") pursuant to
which Durum Opportunities Fund (the "Purchaser") has agreed to acquire all of the outstanding Class A and Class B
shares ("Crossroads Shares") of Crossroads – DMD Mortgage Investment Corporation (“Crossroads”) for i) cash
consideration or ii) Unsecured Promissory Note (bearing 5% interest) of $0.56 per Class B share or iii) the issuance of
one Durum Opportunities Fund Trust unit for every 30 Class B Shares (the “Transaction”). The Purchaser will assume
Crossroads net debt as estimated upon closing. The Transaction is subject to various closing conditions, including receipt
of Court approval and approval by Crossroads shareholders. An annual and special meeting (the "Meeting") of Crossroads
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shareholders has been called to consider, among other things, the Transaction. The Transaction will require the approval
of 66²/3% of the votes cast by Crossroads shareholders present in person or by proxy at the Meeting. The Meeting is
expected to be held on February 22, 2022 with closing of the Transaction anticipated to occur thereafter in late March or
early April 2022 upon satisfaction of all conditions precedent thereto. The Transaction offers a liquidity event and cash
consideration to shareholders. We can provide no assurances that the Transaction will close. The Arrangement
Agreement provides for a non-completion fee of $0.6 million. The non-completion fee is payable to the Purchaser in the
event that the Transaction is not completed or is terminated by us in certain circumstances, including if Crossroads enters
into an agreement with respect to a superior proposal or if the Crossroads Board of Directors withdraws or modifies its
recommendation with respect to the Transaction.
Subsequent Events – Right of Redemption Policy
In December 2021, the Board approved the quarterly cash redemption limit under the Right of Redemption Policy as 2%
of DOF assets under management (“AUM”) at a price based on Net Asset Value (“NAV”) and the length of time units have
been held. Redemptions begin at 91% of NAV, and increase by 1% each subsequent year, until the 6th year where the
redemptions are completed at 100% of NAV. The Trust will redeem the units proportionally, such that each unitholder
would receive a pro-rata share of cash available. If over 2% AUM is requested during any redemption period and a
unitholder is not able to redeem their entire position, they can choose to continue to hold the units and request again
next quarter, redeem the ones unable to be fully cashed for $1 each, or exchange those units for a non-redeemable
promissory note that is ineligible for registered accounts. The non-redeemable promissory notes will have a 5-year
maturity date.
Subsequent Events – Other
On December 2, 2021, the Board of Trustees declared a cash distribution to unitholders for a total of $441,500 with the
record date of December 31, 2021. The cash distribution payment is scheduled for March 31, 2022.
On December 7, 2021, through the Trust’s investment in DOLP, the LP was able to purchase debt owing from a Calgary
based upstream oil and gas company in the amount of $2,128,661. DOLP will look to restructure the oil and gas
companies’ liabilities through the CCAA process. The restructuring process will allow the company to reactivate wells
that are shut-in and pursue further development opportunities.
On December 24, 2021 DOLP invested $500,000 in Durum Carbon LP. Durum Carbon LP was formed to purchase, hold,
and sell emission credits as an investment opportunity.
COVID-19
On March 11, 2020 the World Health Organization (“WHO”) declared the COVID-19 outbreak a pandemic (the
“Pandemic” or “COVID-19”). As a result, all levels of government in Canada have implemented public health measures
including social distancing. COVID-19 did not have a negative material impact on our operations.
The year ended December 31, 2020 and nine months ended September 30, 2021 results include implications of COVID19, specifically as it relates to its investment in Durum Opportunities LP. The longer-term impacts will depend on future
developments which are highly uncertain, rapidly evolving, and difficult to predict.
The course of the COVID-19 pandemic is highly uncertain. COVID-19 is expected to negatively impact earnings of some
of the Trust’s assets/investments into the foreseeable future and could impact cash flows of the Trust. The ultimate
impact of the pandemic on the Trust’s future operations and financial performance is currently unknown and will be
dependent on several unpredictable factors outside of the knowledge and control of management, including: the duration
and severity of the pandemic; the impact of the pandemic on economic growth and financial and capital markets; and
governmental responses and restrictions. These uncertainties may continue to persist beyond the point where the initial
outbreak of the COVID-19 virus has subsided. The potential impact of the COVID-19 pandemic has been considered by
management in making judgments, estimates and assumptions used in the preparation of the financial statements, but
the inherent risks and uncertainties resulting from the pandemic may result in material changes to such judgments,
estimates and assumptions in future financial periods as additional information becomes available.
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2020 FINANCIAL HIGHLIGHTS

(in thousands)

9 months ended
September 30,
2021

Year ended December 31,
2020

2019 Change

(unaudited)

Expenses
General and administrative
Unit-based compensation
Decrease in net assets attributable to
unitholders before share of profits from
investees
Share of profit from investment in Durum
Opportunities LP
Increase in net assets attributable to
unitholders

$

$

117
119
(236)

546
310

$

$

179 $
318
(497)

184
321
(505)

(3%)
(1%)
(2%)

1,860
1,363 $

896
391

108%
249%

Expenses
General and administrative

General and administrative expenses represent the expenses related to the ongoing activities of the Trust, including
compensation of the Trustees. These expenses were slightly lower in 2020 compared to the year ended December 31,
2019 and trending to be lower in 2021. See Related Party Transaction section for more details.

Unit-based compensation

During the year ended December 31, 2020, unit-based compensation was relatively unchanged from the prior year
expense. See Commitments and Contingencies section for more details.

Income Taxes

The Trust qualifies as a mutual fund trust under the Income Tax Act (Canada) (“Tax Act”). All or substantially all of the
net investment income and net capital gains realized in any taxation year are distributed to unitholders such that no
income tax is payable by the Trust. As a result of the distributions, the Trust has determined that they are in substance
not taxable and therefore, do not record income taxes in the Statements of Net and Comprehensive Income nor do they
recognize any deferred tax assets or liabilities in the Statements of Financial Position.
In accordance with the Declaration of Trust, the Trust has the option to settle distributions by either cash payments or
through a reinvestment plan, at the sole discretion of the Trustees. For the year ended December 31, 2020 the Trust has
determined that funds were unavailable to cash settle the distribution and will reinvest the distributable income to
unitholders by issuing additional units or fractions of units.
The Trust may incur withholding taxes imposed by certain countries on investment income and capital gains.

Increase in Net Assets Attributable to Unitholders/Share of Profit from investees
The net assets attributable to unitholders for the year ended December 31, 2020, increased by $0.97 million (or 248%)
when compared to the same period in the previous year. DOF’s share of profit from investment in Durum Opportunities
LP, an increase of 108% since 2019, was the primary driver for the net income increase. For the nine-month period ended
September 31, 2021 the net assets attributable to unitholders has increased by $0.310 million.

Investment in Durum Opportunities LP
The investment represents the Trust’s ownership of the LP’s Class A units. The Trust currently owns all the issued and
outstanding limited partnership units in the LP and its investment in the LP is accounted for using the equity method.
The LP is a private entity and there is no quoted market price available for their LP units.
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The summarized financial information presents the consolidated balance sheet as at September 30, 2021 (unaudited),
December 31, 2020 and 2019 for the LP:

(in thousands)
Current assets
Non-current assets
Current liabilities
Partners’ equity

9 months ended
September 30,
2021

(unaudited)

$

7,855 $
6,184
(12)
14,027 $

$

As at December 31,
2020
7,457
7,469
(973)
13,953

2019
$

$

3,080
9,374
(184)
12,270

The following table presents the summarized consolidated statement of net and comprehensive income for the nine
months ended September 30, 2021 (unaudited) and the year ended December 31 for the LP:

(in thousands)
Revenue
Expenses
Net income
Other comprehensive income
Net and comprehensive income

9 months ended
September 30,
2021

(unaudited)

$

$

2,002 $
(556)
1,446
(900)
546 $

As at December 31,
2020
2,989
(1,442)
1,547
313
1,860

2019
$

$

1,459
(573)
886
10
896

Durum Opportunities LP experienced significant earnings growth in 2020 when compared to the prior year. Net income
doubled year over year to $1.86 million, a $0.96 million increase resulting from increased interest revenue as loan
receivable origination expanded. Additionally, gross overriding royalty income arose from a newly acquired (August
2020) interest in a Saskatchewan upstream oil and gas operation. Operating expenses increased by more than the rate of
revenue, resulting from additional non-cash depletion costs on amortized royalty interests and from realized losses from
the investment portfolio movements in 2020, and the increased incentive compensation expense based on the growth in
the Trust’s NAV and reported Durum Opportunities LP income. Additionally, there was an unrealized gain on the LPs
Residential Mortgage-Backed Securities portfolio from 27% growth year over year offset by additional credit loss
provision taken on the outstanding promissory note. Resulting in a profit margin for 2020 of 53% vs. 41% in 2019 and a
return on equity of 13%. For the nine-month period ended September 30, 2021 the LP has continued to see an increase
in overall revenue, which has been offset by unrealized losses on its Residential Mortgage-Backed Securities portfolio.
The table below summarizes the changes in the Trust’s investment during the year and nine months ended September
30, 2021:

(in thousands)
Balance, December 31, 2018
Share of profit from Durum Opportunities LP
Distributions received
Balance, December 31, 2019
Share of profit from Durum Opportunities LP
Distributions received
Balance, December 31, 2020
Share of profit from Durum Opportunities LP
Distributions received
Balance, September 30, 2021 (unaudited)

$

$

$

$

11,584
896
(210)
12,270
1,860
(177)
13,953
546
(472)
14,027
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Trust units
Authorized
In accordance with the Declaration of Trust, the Trust can issue an unlimited number of Class A Trust units. The Board
of Trustees of the Trust has discretion in respect to the timing and amounts of distributions.
Issued and outstanding

Number of
Units
1,065,489
1,065,489
(1,558)
1,063,931
(5,875)
1,058,056

Balance, December 31, 2018
Balance, December 31, 2019
Units repurchased
Balance, December 31, 2020
Units repurchased
Balance, September 30, 2021 (unaudited)

$

$
$

Stated Value
($ thousands)
11,183
11,183
(1)
11,182
(6)
11,176

On November 1, 2018, the LP completed the Transaction, whereby the LP purchased all the assets and liabilities of the
Corporation in accordance with the ABCA. The Transaction resulted in the dissolution of the Corporation and its
Canadian subsidiaries in accordance with the provisions of the ABCA. All outstanding shares and bonds of the
Corporation were cancelled, with 1,065,488 trust units issued to unitholders in respect of their previous investment in
the Corporation. The stated value of the trust units issued at November 1, 2018 was $11.18 million.

SUMMARY OF QUARTERLY RESULTS
Selected unaudited financial data published for our operations during the last eight quarters are as follows.
(in thousands)
Share of profit (loss)
from investment in
DOLP

Sept. Jun. 30, Mar. 31,
30, 2021
2021
2021

Dec. 31, Sept. 30,
2020
2020

Jun. 30, Mar. 31, Dec. 31,
2020
2020
2019

202

390

(46)

(690)

(57)

1,008

1,599

473

Increase (decrease) in
net assets attributable to
unitholders
Investment in DOLP

151

268

(108)

(559)

(92)

763

1,251

93

14,027

13,855

13,508

13,953

14,327

14,778

13,818

12,270

Net assets attributable
to unitholders

13,282

13,133

12,865

13,306

13,589

13,959

13,196

11,945

Quarterly trends and seasonality

Other than some incidental expenses the Trust has no revenue generating activities. The success of the Trust is dependent
primarily on the share of profit from its investment in DOLP. See the ‘Investment in Durum Opportunities LP’ section
for a fulsome discussion. The quarterly volatility in the profitability of DOLP was primarily due to increased interest
revenue with loan expansion throughout February 2020, which accrued interest for the entire year and into March 2021,
when the loan amount was repaid, and the interest revenue decreased. Further, revenue has been earned since August
2020 from a gross overriding royalty interest acquisition, which can fluctuate quarter to quarter based on production and
pricing. Additionally, unrealized gains were recorded in March 2020 and June 2020 on the LPs Residential MortgageBacked Securities portfolio and slight offset by additional credit loss provision taken on the outstanding promissory note
throughout the year. The Residential Mortgage-Backed Securities portfolio has seen a decrease in the fair value, resulting
in unrealized losses during the nine-month period ended September 30, 2021 in line with interest and inflation economic
trends.
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LIQUIDITY AND CAPITAL RESOURCES
LIQUIDITY
9 months ended
September 30,
2021

(in thousands)
Deposits in trust
Prepaid expenses
Accounts payable and accrued liabilities
Net working capital deficit

As at December 31,
2020

(unaudited)

- $

$

(8)
(8)

11
-

11 $

$

2019
$

(4)
(4)

$

Our capital strategy is aligned with our business strategy and is focused on ensuring that we have sufficient liquidity to
fund our operations, service our debt obligations, fund future opportunities, and drive organic revenue growth.
Our principal sources of liquidity are cash generated from distributions received from DOLP. Our primary uses of cash
are for operating expenses and repurchase of units. During the year, operating expenses for the Fund were paid for by
Durum Opportunities LP and covered by distributions.
At December 31, 2020 we have financial commitments (see the Commitments and Contingencies section), which will
require that we have various sources of capital to meet the obligations associated with these commitments. The Trust
anticipates it will be able to fund these commitments through distributions received from DOLP.
Working capital may fluctuate from time to time based on seasonality or timing based on the use of cash and cash
resources to fund operations (see the Capital Resources section). The Trust’s ability to maintain sufficient liquidity is driven
by the operations of DOLP and the allocation of DOLP resources.
At this time, management is not anticipating a material liquidity deficiency that would affect its short-term and longterm objectives of meeting the Trust’s obligations as they come due. The effect of COVID-19 on the Trust’s assets will impact
earnings and could impact cash flows of the Trust and DOLP; however, the course of the COVID-19 pandemic is highly
uncertain.
For the year ended December 31, 2020 and the nine-month period ended September 30 2021 the Trust were not offside
on any financial covenants
See the Capital Resources section for additional details.

SOURCES AND USES OF CASH
The following table is a summary of the statement of cash flows:
9 months ended
September 30,
2021

(in thousands)
Cash used in operating activities
Cash provided in investing activities
Cash used in financing activities
Increase in cash and cash equivalents
Cash and cash equivalents, beginning of the year
Cash and cash equivalents, end of the year

Year ended December 31,
2020

(unaudited)

$

$

(137)
472
(335)
-

$

$

(176)
177
(1)
-

2019
$

$

(210)
210
-

Operating activities
The decrease in cash provided by operating activities for the year ended December 31, 2020 was primarily related to cash
out flows generated by the Trust for operating expenses. The same trend has continued into the nine-month period ended
September 30, 2021. The Trust did not generate any active revenues outside its share of DOLP’s profits during the period
show above.
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Investing activities
The cash provided from investing activities for the years ended December 31, 2020, 2019 and nine months ended
September 30, 2021, consisted primarily of distributions received from Durum Opportunities LP.

Financing activities
Cash used in financing activities for the year ended December 31, 2020 consisted primarily for the repurchase of Trust
units. For the nine-month period ended September 30, 2021 cash used in financing activities primarily consisted of
distributions paid to unitholders. No units were repurchased in 2019.

CAPITAL RESOURCES
Capital Management
The Trust’s objectives when managing capital are to:
(i) ensure adequate capital is retained by the Trust to carry out business activities;
(ii) ensure that the Trust is able to meet all obligations relating to the entity; and
(iii) maximize the rate of return to its unitholders.
The Trust considers its capital structure to include equity attributable to unitholders. The Trust will manage its capital
structure and make changes to it in light of changes in economic conditions and the risk characteristics of the securities
markets. In order to maintain or adjust the capital structure, the Trust may from time-to-time issue debt or units and
adjust its spending to manage its current and projected capital requirements.
Our capital structure is composed of net assets attributable to unitholders, less net loans, and borrowings. The following
table summarizes our capital structure as at the nine months ended September 30, 2021 and December 31, 2020 and
2019.

(in thousands)

9 months ended
September 30,
2021

As at December 31,
2020

2019

Change

(unaudited)

- $
- $

-

-

$

- $
- $

$

13,282 $

13,306 $

11,945

11%

Loans and borrowings
Less: cash and cash equivalents
Net loans and borrowings

$

Net assets attributable to unitholders

The Trust does not have any loans or borrowings. The operations are financed solely through distributions received from
Durum Opportunities LP.

COMMITMENTS AND CONTINGENCIES
Commitments and contingencies
The Trust and Durum Opportunities GP Inc. have entered into an administration agreement (the “Admin Agreement”),
dated effective October 12, 2018, with Durum Capital Inc (the “Manager”). The Manager acts as the administrator of the
Trust and has full and absolute right, power, and authority to carry out delegated trust duties in accordance with the
Admin Agreement. The Manager is a company controlled and managed by a Trustee.
In accordance with the unitholder approved information circular, management’s compensation includes an option,
exercisable at any time following the date of the Admin Agreement, to purchase up to 20% of the assets under
management held by the Trust or such number of Trust units that would result in a 20% Trust unit holding at the lower
of the price at the effective date of the Admin Agreement and fair market value at exercise. Net asset value (“NAV”) is
used for the determination of the option value, the NAV shown below does not take into consideration the declared
distributions to unitholders. An expense, shown as unit-based compensation expense, and corresponding increase to
long-term incentive compensation liability of $0.32 million represents the dilutive impact of the option upon grant date
of 264,865 units and the fair-value adjustment of the option as at December 31, 2020. For the nine-month period ended
September 30, 2021 $0.12 million has been incurred related to the unit-based compensation expense.
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Exercise
Price/unit

Net asset
value/unit

(in thousands except per unit
amounts)
December 31, 2019
December 31, 2020
September 30, 2021

9

$
$
$

11.21
12.41
12.55

$
$
$

10.00
10.00
9.69

Option
Value
$
$
$

321
638
757

$
$
$

Change in
Fair Value
of Option
97
318
119

OFF-BALANCE SHEET ARRANGEMENTS
We did not have any off-balance sheet arrangements at December 31, 2020 or February 22, 2022 not disclosed or
discussed previously.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT
FINANCIAL INSTRUMENTS
Our financial risk management policies have been established to identify and analyze risks that we face, to set appropriate
risk limits and controls, and to monitor risks and adherence to limits. We employ risk management strategies to ensure
our risks and related exposures are consistent with our business objectives and risk tolerance levels. While the Trustees
have the overall responsibility for our risk management framework, our management has the responsibility to administer
and monitor these risks.
(a) Market risk
Market Risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to changes in
market prices. Market risk comprises interest risk, foreign exchange risk and commodity pricing risk. At December 31,
2020, the Trust is not exposed to significant market risk.
As a result of the investment in the LP, the Trust is exposed to operations in foreign currencies. Foreign currency risk, as
defined in IFRS 7 Financial Instruments: Disclosures (“IFRS 7”), arises as the value of future transactions, recognized
monetary assets and monetary liabilities denominated in other currencies fluctuate due to changes in foreign exchange
rates. IFRS 7 considers the foreign exchange exposure relating to non-monetary assets and liabilities to be a component
of market price risk, not foreign currency risk. However, management monitors the exposure on all foreign currency
denominated assets and liabilities. The Trust does not enter into any foreign exchange hedging transactions for the
purpose of managing its exposure to foreign exchange movements (both monetary and non-monetary).
The Trust is exposed to commodity price risk through its investment in the LP. Commodity prices have fluctuated widely
in recent years due to various global and regional factors. The Trust does not enter into any commodity price hedging
transactions for the purpose of managing its exposure to pricing movements.
(b) Credit risk
Credit risk arises from the non-performance by counterparties of their contractual financial obligations. The Trust has
no significant concentrations of credit risk.
(c) Liquidity risk
Liquidity risk is the risk that the Trust will encounter difficulty in meeting obligations associated with financial liabilities.
The Trust manages its liquidity risk by monitoring and reviewing the maturity profile of its financial assets and liabilities.
The Trust’s financial assets and liabilities presented below are generally due within one year. Contractual cash flows for
these generally equal their carrying value in the statement of financial position. (See Liquidity section for additional
information.)
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BUSINESS RISKS AND UNCERTAINTIES
The following is a brief discussion of the factors which may have a material impact on our future business or financial
performance. We are subject to several risks and uncertainties and those described below are not the only risks and
uncertainties we face. Additional risks and uncertainties not currently known or are currently deemed immaterial may
also adversely impact future business or financial performance, and such impact may be material.
Given the nature of our investment activities, the results of operations and our financial condition are dependent upon
the financial condition and performance of the businesses comprising our investments. The performance of these
businesses can be affected by the general market conditions that affect a segment and by specific factors that impact the
underlying businesses.
The Trust, as part of its operations, is exposed in varying degrees to a variety of risks from the use of financial instruments.
Risk management strategies are established to identify and analyze risks faced and to ensure our risks and related
exposures are consistent with our business objectives and risk tolerance levels. As a result of the use of the abovementioned financial instruments, we are exposed to risks that arise from their use, including market risk, credit risk, and
liquidity risk. A detailed assessment of each of these risks is presented in the notes to the financial statements for the
year ended December 31, 2020, to be read in conjunction with this MD&A.
Brand reputation
The Trust’s brand value can be severely damaged even by isolated incidents, particularly if the incidents receive
considerable negative publicity or result in litigation. Incidents that could be damaging to the brand may arise from
events that are or may be beyond management's ability to control. If any such incidents or other matters erode consumer
confidence could in turn materially and adversely affect results of operations and financial condition.
Cyber security
Our operations increasingly depend upon the use of sophisticated information technologies and systems for internal
processes. The operation of these technologies and systems is dependent, in part, upon third-party technologies, systems
and services, for which there are no assurances of continued or uninterrupted availability and support by the applicable
third-party vendors on commercially reasonable terms. If the Trust’s information technology systems were to fail and the
Corporation was unable to recover in a timely way, the Trust might be unable to fulfill critical business functions, which
could have a material adverse effect on its business, financial condition, and results of operations.
The Trust may be threatened by cyber-attacks, breaches of network, computer viruses or other security breaches, human
errors, sabotage, or other similar events, it could have an adverse impact on its activities, including system disruptions
or breakdowns, loss of data, or intellectual property theft. This could also have an adverse impact on financial
performance and cause considerable damage to reputation and could potentially result in legal actions.
Breach of privacy laws / release of confidential information
The Trust maintains significant private and confidential information regarding their investors in the ordinary course of
business and depends on the operations and systems to keep all such information confidential. The intentional or
unintentional release of investors' confidential private information could materially and adversely affect their respective
financial condition and results of operations.
Competition risk
Competition is based on price, quality of products and services, lead times and the range of services offered. Existing
and/or new competitors may announce new services, products or enhancements that better meet the needs of investors,
DOLP clients, or changing industry standards.
Dependence on management, directors, and Trustees
The Trust’s success may depend upon the efforts, skill, and business contacts of key members of management and those
charged with Governance. The loss of the services of any of these individuals could have a material and adverse effect on
our revenues, net income, and cash flows.
From time to time, we will also need to identify and retain additional skilled management to efficiently operate our
business. Recruiting and retaining qualified personnel is critical to our success, and there can be no assurance of our
ability to attract or retain such personnel.
If we are not successful in attracting and training qualified personnel, our ability to execute our business strategy could
be affected, which could have a material and adverse impact on our profitability, results of operations and financial
condition.
Potential conflicts of interest
Certain of our directors, trustees and officers are or may, from time to time, be involved in other financial investments
and professional activities that may on occasion cause a conflict of interest with their duties to the Trust. These include
serving as directors, officers, advisors, or agents of other public and private companies, including companies involved in
similar business, companies in which we may invest; management of investment funds; purchases and sales of securities;
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and investment or provision of management services. Such conflicts may result in a material and adverse effect on our
results of operations and financial condition.
Seasonality and variable cycles in results
The Trust’s quarterly operating results generally vary from quarter to quarter because of seasonal fluctuations in our
business and this seasonality is expected to continue. There is no guarantee that operating results will follow past trends.
Changes in laws and regulations
The Trust’s is subject to a variety of laws and regulations. Future changes in federal, provincial, and municipal laws or
regulations could potentially significantly escalate the cost of complying which could have a negative impact on the
Trust’s financial results. There can be no assurance that the legal, tax, regulatory changes or other laws will not be
changed in a manner which adversely impacts the Trust.
Transaction and legal risks
We may be exposed to transaction and legal risks, including potential liability under securities laws or other laws and
disputes over the terms and conditions of investment arrangements. We may face legal claims and litigation. These risks
are often difficult to assess or quantify, and their existence and magnitude often remain unknown for substantial periods
of time. We may incur significant legal and other expenses in defending against litigation involved with any of these risks
and may be required to pay substantial damages for settlements and/or adverse judgments. Substantial legal liability or
significant regulatory action against us could have a material and adverse effect on our results of operations and financial
condition.
Economic and political conditions
The Trust is sensitive to general market and economic conditions in Canada and worldwide. These conditions include,
among others, short-term and long-term interest rates, new regulations, inflation, fluctuations in debt and equity capital
markets, levels of unemployment, extent and duration of health outbreaks, the extent and duration of COVID-19,
consumer confidence and the general condition of the Canadian, North American and world economies. Lack of available
credit or lack of confidence in the financial sector could materially and adversely affect the Trust’s financial position.
There can be no assurance that a change in economic conditions will not negatively affect the Trust’s financial position.

RELATED PARTY TRANSACTIONS
Unless otherwise noted, related party transactions were incurred in the normal course of operations and are measured
at the amount established and agreed upon by the related parties.
For the year ended December 31, 2020, the Trustees of the Trust were compensated a total of $0.05 million ($0.06
million – December 31, 2019) and $0.04 million in the nine months ended September 30, 2021 which is included within
general and administrative expenses.
The LP incurs ongoing expenses related to activities of the Trust, including fees and costs associated with investor
communications and transfer agency fees. At December 31, 2020, the Trust owed $nil ($nil – December 31, 2019) to the
LP in respect of these expenses as distributions of $0.18 million ($0.21 million – December 31, 2019) and $0.30 million
in the nine months ended September 30, 2021 were used to settle the amounts owing.
The Trustees of the Trust collectively own 440 Trust units, representing less than one percent of the total Trust units
outstanding at September 30, and December 31, 2020 and 2019.

MANAGEMENT’S DISCUSSION AND ANALYSIS

12

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of the consolidated financial statements required management to make certain estimates, judgments
and assumptions that affect the amounts reported and disclosed in the financial statements and related notes. These
include estimates that, by their nature, are uncertain, and actual results could differ materially from these estimates. The
impacts of such estimates may require accounting adjustments based on future results. Revisions to accounting estimates
are recognized in the period in which the estimate is revised.

COVID-19 impact

Management has used the best available information in making well-reasoned judgements and estimates of the impact
of COVID-19 on its interim financial statements. The ultimate impact of the pandemic on the Trust’s future operations
and financial performance is currently unknown and will be dependent on several unpredictable factors outside of the
knowledge and control of management, including: the duration and severity of the pandemic; the impact of the pandemic
on economic growth and financial and capital markets; and governmental responses and restrictions. These uncertainties
may continue to persist beyond the point where the initial outbreak of the COVID-19 virus has subsided. The potential
impact of the COVID-19 pandemic has been considered by management in making judgments, estimates and
assumptions used in the preparation of the financial statements, but the inherent risks and uncertainties resulting from
the pandemic may result in material changes to such judgments, estimates and assumptions in future financial periods
as additional information becomes available.
Investor Units
In determining whether the Trust Units should be classified as liabilities or equity, management has assessed whether
the Trust Units contain a contractual agreement to deliver cash or another financial asset to another entity, whether the
Trust Units are puttable and whether the criteria in IAS 32 Financial Instruments: Presentation (“IAS 32”), which permit
classification of a puttable instrument as equity, have been satisfied. Units of the Trust are redeemable at the option of
the holder and therefore do not qualify as equity under IAS 32. Accordingly, the trust units are classified as liabilities.
Incremental cost directly attributable to the issue of Trust Units are recognized as a deduction from equity. The amount
of distributions declared in any year is recognized as a deduction from unitholders’ equity.
Investments under significant influence
The Trust has an investment in Durum Opportunities LP, which has been accounted for under the equity method. The
investment is initially recognized at cost and adjusted thereafter to recognize the Trust’s share of the post-acquisition
profits or losses of the investee in net and comprehensive income. Distributions and contributions are recognized as a
reduction or addition, respectively, I the carrying amount of the investment.

ACCOUNTING POLICIES

The accounting policies applied are consistent with those of the annual financial statements prepared for the year ended
December 31, 2020, except for as disclosed in Note 3 of the financial statements.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING INFORMATION
Certain statements in this document constitute forward-looking information under applicable securities legislation.
Forward-looking information typically contains statements with words such as “anticipate,” “believe,” “estimate,” “will,”
“expect,” “plan,” or similar words suggesting future outcomes or an outlook. Forward-looking information in this
document includes, but is not limited to:
•
•
•
•
•

The 2021 outlook and strategic objectives;
Our business plan and growth strategy;
The effects of COVID-19 on the Trust will be consistent with the Trust’s
expectations and the expectations of management of each of its subsidiaries both in extent and duration;
The Canadian economy will begin to recover from the ongoing economic downturn created by COVID-19
within the next twelve months;
Management’s ability to adjust cost structures at the Trust to improve liquidity and cash flow; and

Such forward-looking information is based on many estimates and assumptions, including material estimates and
assumptions, related to the factors identified below that, while considered reasonable by the Trust as at the date of this
MD&A considering management’s experience and perception of current conditions and expected developments, are
inherently subject to significant business, economic and competitive uncertainties, and contingencies.
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Known and unknown factors could cause actual results to differ materially from those projected in the forward-looking
statements. Such factors include, but are not limited to:
•
•
•
•
•
•
•
•

Changes in taxes;
Changes in foreign currency rates;
Increased operating, general and administrative, and other costs;
Changes in interest rates;
General business, economic and market conditions;
Changes in health outbreaks and impacts on market conditions;
The extent and duration of COVID-19;
Our ability to obtain services and personnel in a timely manner and at an acceptable cost to carry out our
activities;

•

The uncertainty of estimates and projections relating to future revenue, taxes, costs, and expenses; changes in,
or in the interpretation of, laws, regulations, or policies;
the outcome of existing and potential lawsuits, regulatory actions, audits, and assessments; and
other risks and uncertainties described elsewhere in this document and in our other filings with Canadian
securities authorities.

•
•

Many of these uncertainties and contingencies may affect our actual results and could cause actual results to differ
materially from those expressed or implied in any forward-looking statements made by, or on behalf of, us. Readers are
cautioned that forward-looking statements are not guarantees of future performance. All forward-looking statements
made in this MD&A are qualified by these cautionary statements. The foregoing list of risks is not exhaustive. The
forward-looking information contained in this document is made as of the date hereof and, except as required by
applicable securities laws, we undertake no obligation to update publicly or revise any forward-looking statements or
information, whether because of new information, future events or otherwise.
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Private & Confidential
January 28, 2022
Crossroads-DMD Mortgage Investment Corporation
136 17 Avenue NE, Suite 200
Calgary, ON T2E 1L6
Attention: Mr. K Gerry Wagner, CA, ICD.D
cc: The Board of Directors of Crossroads-DMD Mortgage Investment Corporation
Fairness Opinion in Respect of a Proposed Transaction with Durum Capital Inc.

Mandate overview
Assignment
1)

PricewaterhouseCoopers LLP (“PwC”, “we” or “us”) has been engaged by the Board of Directors (the
“Board”) of Crossroads-DMD Mortgage Investment Corporation (“Crossroads” or the “Company”) to
provide a fairness opinion relating to the proposed acquisition of 100% of the issued and outstanding
shares of Crossroads by Durum Opportunities Fund (“Durum”, “DOF” or the “Purchaser”)
(the “Proposed Transaction”).

2) We understand that Crossroads entered into an exclusivity agreement and signed a non-binding term
sheet with Durum (the “Term Sheet”) on October 26, 2020 in response to an unsolicited offer.
Thereafter, Crossroads entered into a Letter Agreement (the “Letter Agreement” or “LOI”) on March 23,
2021 with Durum which included both non-binding and binding provisions. The binding provisions
included an exclusivity period covering the 60 day period following the date of the Letter Agreement.
We understand per discussions with Management that an extension of the exclusivity period was agreed
to by both Crossroads and Durum. The completion of the Proposed Transaction is dependent on the
execution of the Arrangement Agreement (the “Arrangement Agreement”) between Crossroads and
Durum.
3) We understand that Crossroads’ equity interests are held amongst two separate classes of shares
(collectively, the “Shares”):
a) Class A common voting shares (the “Class A Common Shares”); and
b) Class B non-voting redeemable preferred shares (the “Class B Preferred Shares”).
4) A total of 1,000 Class A Common Shares are issued and outstanding per the Crossroads financial
statements with an aggregate par value of $1,000. Class A Common Shares are the only share class
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within the Corporation with voting rights. Under the Proposed Transaction, the Class A Common Shares
would be purchased at their book value of $1,000. A total of 38,339,437 Class B Preferred Shares are
currently outstanding. The Class B Preferred Shares are redeemable at the sole discretion of the
Company and holders are entitled to receive non-cumulative preferential dividends in an amount up to
an annual dividend target rate of 7%, on a pro rata basis when declared by the Company. The Class B
Preferred Shares include a right for any holder to request that the Company redeem or purchase all or
any number of the Class B Preferred Shares which have been registered in the name of such holder for
not less than one year, however the shares are redeemable at the sole discretion of Crossroads and
therefore there is no obligation on behalf of Crossroads to redeem the shares. As at January 28, 2022,
the Company had received redemption requests for 19,678,342 Class B Preferred Shares, which equates
to 51.33% of the total preferred shares outstanding. The holders of Class A Common Shares and Class B
Preferred Shares are referred to collectively as the “Shareholders”.
5) All amounts are expressed in Canadian dollars (“$”), unless otherwise stated.

Engagement, Credentials, and Independence of PwC
Engagement
6) Pursuant to an agreement entered into between PwC and the Board (the “Engagement Agreement”),
PwC was engaged by the Board to provide an opinion as to whether the Proposed Transaction is fair,
from a financial point of view, to the Shareholders as at the opinion date (the “Fairness Opinion”). For
the purposes of our Fairness Opinion, the opinion date is January 28, 2022 (the “Opinion Date”).
7) PwC is to receive a fee, as stipulated in the Engagement Agreement, for completing the engagement. In
addition, PwC is entitled to recover reasonable costs and expenses incurred in fulfilling the Engagement
Agreement. The fee payable to PwC is not contingent, in whole or in part, on whether the Proposed
Transaction is completed, or on the conclusions reached in our Fairness Opinion. In addition, pursuant
to the Engagement Agreement, our legal liability to the Board and the Company are limited and PwC
will be indemnified by the Board or the Company under certain circumstances for liabilities arising in
connection with our Fairness Opinion.
8) PwC understands that our Fairness Opinion will be used by the Board for corporate governance
purposes. Our Fairness Opinion will be one factor, amongst others, that the Board will consider in
determining whether to approve the Proposed Transaction. Our Fairness Opinion is for the use and
reliance by the Board only. We understand that our Fairness Opinion will be distributed to the
Shareholders. If any public disclosure is to be made by the Company referring to PwC and the Fairness
Opinion services, we request the right to review and approve the reference first and that our consent
will not be unreasonably withheld.
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Credentials of PwC
9) PwC Canada helps organizations and individuals create value for their stakeholders. Our 7,300 partners
and staff in offices across the country are committed to delivering quality in assurance, tax, consulting
and deals services. PwC Canada is a member of the PwC network of firms (www.pwc.com) with more
than 284,000 people in 155 countries. The PwC network of firms is one of the world’s largest
professional services networks. Unless otherwise indicated, “PwC” refers to PricewaterhouseCoopers
LLP, Canada, an Ontario limited liability partnership.
10) The PwC Deals practice helps clients do better deals and create value through mergers, acquisitions,
disposals, restructurings and forensics services. We advise our clients in developing the right strategy
before the deal, executing their deals seamlessly, identifying issues and points of negotiation and value,
and implementing changes to deliver synergies and improvements after the deal. What we call Deals is
made up of eighteen core competencies, which includes the provision of fairness opinions.
11) Our Valuations group was formed in 1970 and has been at the center of business and security valuation
activity since that time. Our Corporate Finance group specializes in providing M&A-related investment
banking advisory services to domestic and international clients across the globe.
12) PwC has been a financial advisor on a significant number of transactions worldwide, including
transactions subject to public scrutiny, the sale or purchase of an entity or assets by related parties,
assistance in resolving shareholders’ disputes, tax-based corporate reorganizations, estate planning and
merger and acquisition activity.

Independence
13) While there are no independence requirements governing fairness opinions, we confirm that we are
independent of Crossroads for the purposes of providing our Fairness Opinion. We confirm that we are
not the current auditor of Crossroads nor are we an associated or affiliated entity or issue insider of
these entities as defined by Canadian regulations, and we have no material ownership position in these
entities. From time to time, we may have in the past undertaken audit, accounting, tax and advisory
assignments for the parties that may be involved in the Proposed Transaction. Our fees in this respect
are not contingent upon the outcome of the Proposed Transaction. We may undertake future audit,
accounting, tax and advisory assignments for Crossroads, its affiliates or for parties that may be involved
in the Proposed Transaction.
14) PwC confirms that we are the current independent auditor of Durum and Durum Capital Inc., a related
entity to Durum, however we note that the audit is unrelated to the work performed for the Fairness
Opinion and our work performed herein has been carried out by a separate engagement team.
Confirmation and approval that the engagement would not impact the independence of the audit
services was obtained from the PwC audit partner prior to accepting the engagement, and independence
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safeguards were discussed with both Crossroads and Durum. No correspondence between the
engagement teams has been permitted, and information is restricted to each respective engagement
team.
15) PwC confirms that, to the best of our knowledge, after all due and reasonable inquiry, PwC has disclosed
to you all material facts that could reasonably be considered relevant to our qualifications and
independence for the purposes of this engagement.
16) Consistent with the terms of the Engagement Agreement, reference to PwC, including generic references
such as the use of an independent financial advisor, or other references to this engagement, will not be
included in the notes to the financial statements of Crossroads and/or its affiliates.

Limitations and General Assumptions
Limitations
17) The Fairness Opinion is subject to the following limitations, restrictions and qualifications, any changes
to which could have a significant impact on PwC’s assessment of the fairness of the Proposed
Transaction.
a) PwC has relied, without independent verification, upon the accuracy, completeness and fair
presentation of all financial and other information that was obtained by PwC from public sources
or that was provided to PwC by the Board, Crossroads management (“Management”) and any of
its affiliates, associates, advisors or otherwise, and Durum management (collectively the
“Information”). Parts of the Information were received or obtained by PwC directly or indirectly,
and in various ways (oral, written, inspection), from third parties (i.e. individuals or entities other
than Crossroads and its directors, officers and employees). PwC has assumed that the Information
is complete, accurate, and not misleading and does not omit any material facts. Our Fairness
Opinion is conditional upon such completeness, accuracy, and fair presentation. Subject to the
exercise of professional judgment and except as expressly described herein, PwC has not attempted
to independently verify the completeness, accuracy or fair presentation of any of the Information.
b) In preparing the Fairness Opinion, PwC has relied upon a written letter of representation from
Management stating that, among other things:
i)

To the best of their knowledge, and without independent inquiry, all of the Information
provided, orally or in writing, to PwC, by or on behalf of Management, is complete, true and
correct in all material respects and does not contain any untrue statement of a material fact
in respect of Crossroads, its operating assets, or the Proposed Transaction;
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ii)

Following the time that Information was provided to PwC, there have been, to the best of their
knowledge, and without independent inquiry in respect of the subject matter, no material
changes in the Information, or in factors surrounding the Proposed Transaction or any part
thereof which would have, or other material intervening event which would reasonably be
expected to have, a material effect on the conclusions contained herein; and

iii)

They have reviewed the full text of PwC’s draft Fairness Opinion dated January 28, 2022 and,
to the best of their knowledge, they are not aware of any errors, omissions or
misrepresentations of facts therein which might have a significant impact on the conclusions
contained herein.

c) The Fairness Opinion is based on the securities markets, economic, general business and financial
conditions prevailing as of the Opinion Date and the conditions and prospects, financial or
otherwise, of Crossroads and Durum as they were reflected in the Information reviewed by PwC.
In preparing the Fairness Opinion, PwC made numerous assumptions with respect to financial
performance, general business, economic and market conditions, and other matters, the outcome
of which are beyond the control of PwC, Crossroads or any party involved with Crossroads in
connection with the Proposed Transaction.
d) As part of this engagement, PwC has not conducted an audit or review of the financial affairs of
Crossroads or Durum at the Opinion Date, nor has PwC sought external verification, unless
otherwise noted herein, of the Information or that which was extracted from public sources. PwC
accepts no responsibility or liability for any losses occasioned by any party as a result of our reliance
on the financial and non-financial information that was provided to PwC or that PwC has obtained
from third parties.
e) The Fairness Opinion is limited to the fairness of the Proposed Transaction, from a financial point
of view and not the strategic or legal merits of the Proposed Transaction. The Fairness Opinion
does not provide assurance that the best possible price or transaction was or would be obtained. It
represents impartial expert judgments, not a statement of facts.
f)

The Fairness Opinion has been provided for the use of the Board and should not be construed as a
recommendation to vote in favour of the Proposed Transaction. The Fairness Opinion may not be
used or relied upon by any other person, other than as identified in our Engagement Agreement,
without the express prior written consent of PwC. PwC will not be held liable for any losses
sustained by any person should the Fairness Opinion be circulated, distributed, published,
reproduced or used contrary to the provisions of this paragraph. In addition, pursuant to the
Engagement Agreement, PwC’s liability is limited, and PwC will be indemnified under certain
circumstances.

g) PwC understands that the Board may want to disclose to Shareholders, and include in the
Company’s circular to Shareholders, that the Fairness Opinion service was retained in the course
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of the Proposed Transaction. We confirm that the Board may do so only after we have provided the
Board with written consent, which will not be unreasonably withheld, after having reviewed the
language around the written disclosure.
h) The Fairness Opinion is given as of the Opinion Date only and PwC disclaims any undertaking or
obligation to advise any person of any change in any fact or matter affecting the Fairness Opinion
which may come or be brought to PwC’s attention after the date hereof. Without limiting the
foregoing, in the event that there is any material change in any fact or matter after the date hereof,
PwC reserves the right to change, modify or withdraw the Fairness Opinion.
i)

The Fairness Opinion is rendered as at the Opinion Date. It must be recognized that Fair Market
Value (“FMV”), and hence fairness from a financial point of view, changes from time to time, not
only as a result of internal factors, but also because of external factors such as changes in the
economy, competition and changes in consumer/investor preferences.

j)

Nothing contained herein is to be construed as a legal interpretation, an opinion on any contract
or document, or a recommendation to invest or divest.

k) The reader must consider the Fairness Opinion in its entirety, as selecting and relying on only a
specific portion of the analysis or factors considered by PwC, without considering all factors and
analyses together, could create a misleading view of the processes underlying the Fairness Opinion.
The preparation of the Fairness Opinion is a complex process and it is not appropriate to extract
partial analyses or make summary descriptions. Any attempt to do so could lead to undue and
incorrect emphasis on any particular factor or analysis.
l)

Our Fairness Opinion does not constitute a calculation, estimate or comprehensive valuation as
defined by the Chartered Business Valuators Institute (“CBV Institute”) (also known as a valuation
opinion) of Crossroads or Durum.

m) Our Fairness Opinion has been prepared in conformity with Practice Standard 510 of the CBV
Institute.

General Assumptions
18) The Fairness Opinion is based on several assumptions including the following, any changes to which
could have a significant impact on our conclusion as stated in this Fairness Opinion:
a) The Proposed Transaction will be completed substantially on the terms as described herein,
consistent with the documents and agreements, listed as draft where appropriate, as noted in the
Scope of Our Work section;
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b) All contracts and agreements, including drafts, as outlined in the Scope of Our Work below, will be
executed and enforceable in accordance with their terms and that all parties will comply with the
provisions of their respective agreements;
c) There have been no material changes in the operations or financial position of Crossroads or
Durum from when the Information was provided to PwC, unless otherwise noted herein;
d) The number of securities (i.e. units) held by Durum within its portfolio investments asset remains
unchanged from the New Oak Statement dated December 31, 2021;
e) We have performed market research up to January 21, 2022. We assume there have been no
material changes in the market inputs utilized in our analysis between our research date of January
21, 2022 and our Opinion Date;
f)

Crossroads and Durum operating units and assets will continue to operate as a going concern;

g) PwC’s conclusions are based on the latest financial and operational information available for
Crossroads and Durum at the Opinion Date. In particular, we have relied on accuracy and
completeness of the Management provided Mortgage Receivable file detailing the commercial and
residential mortgage portfolio information as well as the Sojourn Valuation oil royalties file dated
April 23, 2021 (the “Royalties Model”) and the Sojourn reserve report dated November 30, 2021
prepared by Insite Petroleum Consultants Ltd. provided by Durum management. The financial
forecast is based on Management’s best estimates of expected operating results and related cash
flows;
h) Management has made available to PwC all information they believe is relevant to the preparation
of the Fairness Opinion;
i)

As individual tax positions are not known we are not in the position to comment on the tax
implications to individual Shareholders;

j)

Crossroads and Durum have no material unrecorded assets or unaccrued liabilities, unless
otherwise noted herein;

k) Crossroads will receive, in full, the proceeds from a $300,000 legal settlement made in December
of 2021 which is currently held in a lawyer’s trust account. This amount will either be received or
accrued as receivable in the Closing Working Capital figures to determine the Aggregate Variance
(defined later herein);
l)

A December 2021 decision from the Court of Appeal of Alberta resulted in Crossroads receiving an
award of approximately $1.0 million, however, the counterparty may appeal in the Supreme Court
of Canada and therefore Management has not considered its receipt to be virtually certain and has
not reflected the award in the December 31, 2021 financial statements. We understand that the
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definition of Closing Date Net Working Capital in the Arrangement Agreement has been modified
to include the amounts receivable, or reasonably expected to be received, by Crossroads on or prior
to the effective date of the Proposed Transaction in connection with any litigation involving
Crossroads (including in settlement of the same). For the purposes of our analysis we have
excluded the potential award receivable from both Crossroads’ financial statements and the
Closing Working Capital amount considered in determination of the Aggregate Variance; and
m) Crossroads has no material environmental obligations, outstanding litigation, contingencies,
positive or negative, or restrictions on transfer of ownership that would materially impact the value
of the Shares, unless otherwise noted herein.

Proposed Transaction
19) As previously discussed, Crossroads entered into an LOI with Durum which included both non-binding
provisions and a binding exclusivity period that was extended to July 31, 2021. Per discussions with the
Board, we understand further extensions were agreed to between parties as they worked towards
resolving conditions precedent for the transaction. The completion of the Proposed Transaction is
dependent on the execution of the Arrangement Agreement between Crossroads and Durum. The key
terms of the Proposed Transaction, which is to be completed under a plan of arrangement pursuant to
the provisions of the Business Corporations Act (Alberta), outlined in the draft Arrangement Agreement
are as follows:
a) All Class A Common Shares shall be acquired by Durum in consideration for an aggregate amount
of $1,000;
b) All Class B Preferred Shares shall be acquired in consideration for:
i)

The issuance by Durum of units of Durum (the “DOF Units”) in an amount equal to one DOF
Unit for every 30 Class B Preferred Shares (the “Equity Exchange Ratio”), each such DOF
Unit to be accompanied by a warrant (the “DOF Warrants”) to purchase an additional DOF
Unit for a period of up to 18 months from the closing date at an exercise price of $17.09 per
share (the “Equity Consideration”), and/or;

ii)

The Class B shareholders may elect to receive Cash Consideration (defined later herein) as an
alternative to Equity Consideration as noted above. If the Cash Consideration is
oversubscribed by electing shareholders, such shareholders shall receive DOF Preferred Unit
Consideration (defined later herein) for such over-elected amounts and any shareholder’s
entitlement to such Cash Consideration shall be allocated on a pro-rata basis. If the DOF
Preferred Unit Consideration is oversubscribed by electing shareholders, such shareholders
shall receive Equity Consideration for such over-elected amounts and any shareholder’s
entitlement to such DOF Preferred Unit Consideration shall be allocated on a pro-rata basis;
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Those electing to receive cash will receive $0.56 per share (the “Cash Consideration
Exchange Ratio”) times the number of Class B Preferred Shares elected by Class B
shareholders, up to a maximum of $10 million (the “Cash Consideration”). If cash is
oversubscribed investors will receive DOF Preferred Units as noted below;
DOF Preferred Units at $0.56 per share (the “DOF Preferred Unit Exchange Ratio”)
times the number of Class B Preferred Shares elected by Class B shareholders for notes,
up to a maximum issuance of 4.0 million DOF Preferred Units (the “DOF Preferred
Units” or “DOF Preferred Unit Consideration”);
With respect to redemptions, repayment of capital, payments of distributions
and distribution of assets upon a liquidation of DOF, whether voluntary or
involuntary, all DOF Preferred Units shall rank senior to the DOF Units and
any other class of securities that is specifically designated as junior to the
DOF Preferred Units; and
The holders of DOF Preferred Units shall be entitled to receive and DOF shall
pay thereon, as and if declared by the DOF trustees, out of the moneys of DOF
properly applicable to the payment of distributions, preferential cumulative
cash distributions at a rate of 5.0% per annum on the redemption value and
payable quarterly.
c) A working capital adjustment, whereby to the extent that the net working capital of Crossroads on
the closing date exceeds the net working capital target amount of $6.97 million (as agreed to by
the parties in the Arrangement Agreement), such excess shall be added to the Aggregate
Consideration Value, as defined within the Arrangement Agreement, utilized in the determination
of the Adjusted Exchange Ratio (the “Adjusted Exchange Ratio”), being the Cash Consideration
Exchange Ratio, DOF Preferred Unit Exchange Ratio and Equity Exchange Ratio, as adjusted to
the extent such ratios are required. To the extent that the net working capital on the closing date
is less than the net working capital target amount, such difference shall be deducted from the
Aggregate Consideration Value;
d) A net asset value adjustment, whereby to the extent direct expenses consisting of changes in
provisions on mortgage receivables, losses on mortgage receivables, loss on disposal of foreclosed
assets held for sale, unrealized loss on foreclosed assets held for sale, or any other charge or loss
related to the mortgage portfolio, over the twelve months prior to the closing date are greater than
$100,000 above the twelve months prior to December 31, 2020, such difference shall be deducted
from the Aggregate Consideration Value. Together with the adjustment for the difference between
closing date net working capital and the net working capital target amount, these differences are
referred to as the Aggregate Variance (the “Aggregate Variance”) which is added or deducted from
the Aggregate Consideration Value in determination of the Adjusted Exchange Ratio;
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e) The closing of the Proposed Transaction will be subject to industry standard representations,
warranties, covenants and conditions, including but not limited to the following conditions;
i)

There are no actions, suits or proceedings in existence or pending or, to the knowledge of
DOF, Durum Capital Inc or Crossroads, threatened or for which there is a reasonable basis,
affecting or that would reasonably be expected to affect DOF / Crossroads or affecting or that
would reasonably be expected to affect any of its property or assets at law or equity or before
or by any court or Governmental Entity which action, suit or proceeding involves a possibility
of any judgment against or liability of DOF / Crossroads which, if successful, could
reasonably be expected to have a material adverse effect on DOF / Crossroads, or would
significantly impede the ability of DOF, Durum Capital Inc or Crossroads to consummate
the Arrangement;

ii)

Absence of undisclosed liabilities clause, whereby DOF and Crossroads have no material
liabilities of any nature, other than those set forth or adequately provided for in the most
recent balance sheet and associated notes, those incurred in ordinary course of business and
not required to be set for in the financial statements under GAAP, those incurred in the
ordinary course of business since the date of the DOF / Crossroads balance sheet and
consistent with past practice, and those incurred in connection with the execution of the
Proposed Transaction, which would reasonably be expected to have a material adverse effect
on DOF / Crossroads;

iii)

The Crossroads Board of Directors received a verbal opinion on January 28, 2022 from
PricewaterhouseCoopers LLP that the consideration to be received by Crossroads
Shareholders in connection with the Proposed Transaction is fair, from a financial point of
view, to the Crossroads Shareholders, and expects to receive a written fairness opinion to the
same effect prior to the mailing of the Crossroads Information Circular;

iv)

A material adverse change clause exists, whereby no material adverse changes have occurred
in the business, affairs, operations and assets of Crossroads or Durum, as applicable, prior
to the Closing Date;

v)

The Crossroads Board of Directors has unanimously (subject to the abstention of Steve
Allan) approved the Proposed Transaction and approved the Arrangement Agreement, has
unanimously determined that the Proposed Transaction and the Arrangement Agreement
are in the best interests of Crossroads and the Crossroads Shareholders, and has
unanimously determined that the Proposed Transaction is fair to Crossroads Shareholders
and and has resolved to unanimously recommend approval of the Proposed Transaction by
Crossroads Shareholders;

vi)

A break fee (fiduciary out) of $600,000 applicable to Crossroads; and
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vii)

In the event of the termination of the Arrangement Agreement (for any reason), DOF shall
pay or cause to be paid, to Crossroads, within 3 business days of such termination,
reasonable costs and expenses of Crossroads in connection with the Crossroads Meeting up
to a maximum of $20,000 and reasonable costs and expenses of Crossroads incurred for
communications in connection with the Arrangement, to a maximum of $10,000.

Scope of Our Work
20) In preparing the Fairness Opinion, PwC relied upon financial and other information, including
prospective financial information, obtained from Management of Crossroads and Durum and from
various public, financial and industry sources, including but not limited to:
a) Durum / Crossroads Plan of Arrangement;
b) Exhibit B to the Arrangement Agreement - Form of Support Agreement;
c) Exhibit C to the Arrangement Agreement - Terms and Conditions of DOF Preferred Units
d) Exhibit D to the Arrangement Agreement - Warrant Indenture involving Durum Opportunities
Fund, Durum Capital Inc and Crossroads-DMD Mortgage Investment Corporation;
e) Exhibit E to the Arrangement Agreement - “20220125 - Copy of Exhibit E - 20210930.xlsx”;
f)

“20220125 - Transaction cost estimate.xlsx”;

g) Durum management’s Crossroads merger model and presentation slide deck;
h) Crossroads supporting files:
i)

Audited financial statements for the years ended December 31, 2019 and 2020;

ii)

Interim balance sheet and income statement for the quarter ended September 30, 2021;

iii)

Unaudited balance sheet for the year ended December 31, 2021;

iv)

Unaudited balance sheet for Sileo LP for the year ended December 31, 2021;

v)

Income tax return for the year ended December 31, 2020;

vi)

Commercial and residential mortgages schedule: “Crossroads-092021 Mortgage Receivable
Provision.xlsx”;

vii)

Additional mortgage supporting files: “092021 TMO Crossroads Lender Interest Accrual
Report.xls”; “092021 Dolphin Cash movement.xls”; “092021 TMO Lender History.xls”;
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“Crossroads October payout and funding.xls”; “092021 TMO LENDER STATEMENT OF
ACCOUNT.xls”; “Crossroads Cash Fundings Payouts 09DEC2021.xls”; “Crossroads Cash
Fundings Payouts Jan 25 2022.xls”; and “Mortgage List Dec 31, 2021.xlsx”;
viii)

i)

Assets held for sale support titled “Crossroads - Titled Properties Mar 2021” and related
appraisal documents;

ix)

Deloitte valuation report: “EOV Report FINAL 2017Nov16.pdf”; and

x)

Recent transaction supporting file: “Notice to Shareholders with Schedule A attached Repurchases”.

Durum supporting files:
i)

Audited financial statements for the years ended December 31, 2019 and 2020 for both
Durum Opportunities Fund and Durum Opportunities Limited Partnership;

ii)

Interim financial statements for the period ended June 30, 2021 and September 30, 2021 for
both Durum Opportunities Fund and Durum Opportunities Limited Partnership;

iii)

“ATB-Durum Assignment and Assumption of Debt and Security FINAL - Executed.pdf”;

iv)

Portfolio investments support: “June 2021 Portfolio Fair Value.xlsx”; “New Oak June 2021
Statement.pdf”; and “New Oak December 2021 Statement.pdf”;

v)

Incentive compensation support: “IncentiveCompensationCalc.pdf”;

vi)

LendingArch Financial interim financial statements for the period ended September 30,
2020 and August 31, 2021 and audited financial statements for the years ended December
31, 2018, 2019 and 2020;

vii)

Secured Convertible Promissory Note and Unsecured Convertible Promissory Note between
LendingArch Financial Inc. and Durum Opportunities LP dated November 1, 2021;

viii)

Sojourn Energy Inc. oil royalties executed term sheet dated June 22, 2020, first overriding
royalty agreement dated August 21, 2020, second overriding royalty agreement dated August
21, 2020, Royalties Model, titled “Sojourn Valuation - 2021-04-23.xlsx”, and “Sojourn
Energy Inc. November 30, 2021 Insite Reserve Evaluation.pdf”;

ix)

OmniArch Acquisition details: “Info Circular- FINAL (08.08.2018).pdf”; and “00. Plan of
Compromise and Arrangement.pdf”; and

x)

“Mortgage Administration Agreement.docx”.
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j)

Other information provided in the PwC Connect data room;

k) Various analysis from and discussions with Management and Durum management;
l)

Certain publicly available financial, stock trading, and transaction information regarding
somewhat comparable public companies to Crossroads, Durum, LendingArch Financial, and
Sojourn Energy Inc.;

m) Recent analyst reports of somewhat comparable publicly traded companies; and
n) Industry research, as considered necessary.
21) Furthermore, PwC met and/or held discussions with the Board and Management regarding the nature
of operations, historical operating results and future expectations for Crossroads.
22) PwC also met and/or held discussions with Durum management regarding the nature of operations,
historical operating results and future expectations for both Durum and Crossroads.
23) PwC inquired with Caplink regarding historical performance on non-performing loans within the
residential mortgage portfolio. Details and analysis pertaining to historical recoveries on foreclosures
were not available. Payouts on non-performing loans between the months of March and November 2021
were provided for reference.
24) PwC has not, to the best of its knowledge, been denied access by Management to any information
requested by PwC.

Fairness Opinion
Approach to Fairness
25) To assess the fairness of the Proposed Transaction from a financial point of view, PwC performed the
following, among other considerations:
a) Gained an understanding of the events that transpired leading to the Proposed Transaction;
b) Read and assessed the Arrangement Agreement, including Exhibit C and Exhibit D which outline
the Terms and Conditions of DOF Preferred Units and Warrant Indenture, respectively;
c) Gained an understanding of and analyzed the consideration to be received under the Proposed
Transaction, which consists solely of cash and/or, DOF Preferred Units and/or, DOF Units and
warrants;
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d) Assessed and discussed with Management and Durum management the historical operations and
future prospects of Crossroads and Durum, respectively;
e) Performed value analysis of the en bloc equity value of Crossroads and Durum using a range of
asset (specifically, the adjusted net asset method) and market valuation approaches, publicly
available information and certain information in a PwC data room populated by both Crossroads
and Durum; and
f)

Evaluated other fairness considerations.

Fairness Opinion Criteria
26) For the purposes of our Fairness Opinion, subject to the limitations herein, we considered that the
Proposed Transaction would be fair, from a financial point of view, to the Shareholders if our analysis
of the FMV of the consideration received under the Proposed Transaction as at the Opinion Date is
greater than or equal to the FMV range of Crossroads’ Shares prior to the Proposed Transaction, among
other financial considerations.
27) While our Fairness Opinion is not a valuation, it is based on an assessment of the underlying FMV of
the Proposed Transaction, among other considerations. Any valuation assessment of Crossroads and
Durum is not a precise science and the conclusions arrived at, in many cases, will of necessity be
subjective and dependent on the exercise of individual judgment and considered within reasonable
ranges. FMV is an intrinsic value concept. Public market indicators of value may be indicative of
intrinsic value, however, such indicators may also be impacted by shorter term fluctuations due to
market sentiment and speculation among other considerations. Further, bids from the sales process
undertaken may be indicative of intrinsic value, but is also impacted by synergistic or other values
perceived by individual purchasers which are not available to other potential purchasers and, due to
lack of information, cannot be quantified.

Fairness Opinion Considerations
28) In preparing our Fairness Opinion we have considered the following factors that are applicable to the
Shares, including, but not limited to:
Value analysis of Crossroads
29) As our primary approach, we considered a range of value indications for Crossroads based on an Asset
Approach using the Adjusted Net Asset (“ANA”) methodology as well as a Market Approach considering
market benchmarks including precedent transactions and public company trading multiples analysis.
30) The Asset Approach is commonly adopted where the nature of the business is such that asset values
constitute the prime determinant of corporate worth (e.g. vacant land, a portfolio of real estate,
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marketable securities or investment holding companies). Additionally, application of the ANA approach
is commonly used for companies operating in the financial services sector such as banks, lending
institutions and credit funds. Lastly, as Crossroads has reduced the underwriting activity of additional
residential mortgages over the past year, it is expected that limited goodwill would be associated with
the Company and application of the ANA approach is appropriate. In performing the ANA approach, we
considered the following steps;
a) Obtained the balance sheet of Crossroads as at December 31, 2021 (most recent available); and
b) Restated each asset and liability to its respective FMV at the Opinion Date, on a going-concern
basis.
31) The reported book value of equity for Crossroads as of December 31, 2021 was primarily comprised of
cash, mortgage and other receivables (consisting of both residential and commercial mortgages), and
foreclosed assets held for sale, somewhat offset by accounts payable and accrued liabilities and
redeemable preferred shares payable. We also considered the value associated with the non-capital tax
losses carried forward.
32) In our value analysis of the net assets of Crossroads, we made the following adjustments to the book
value of equity.
33) Cash: The reported book value of Crossroads’ cash balance as at December 31, 2021 was increased for
certain mortgage loans receivable within Crossroads’ mortgage portfolio repaid subsequent to the
December 31, 2021 reporting date. A corresponding decrease in the value of Crossroads’ mortgage and
other receivables balances was also reflected in our analysis.
34) Mortgage and other receivables: The reported book value of Crossroads’ mortgage and other
receivables as at December 31, 2021 was comprised of the following:
a) 1 commercial mortgage; and
b) 196 residential mortgages, stratified in our analysis as follows:
i)

138 performing residential mortgages, defined as mortgages with a clean payment history
(the “Performing Mortgages”);

ii)

49 residential mortgages classified as “in arrears”, defined as having missed one payment in
the past twelve months (the “In-Arrears Mortgages”); and

iii)

9 non-performing residential mortgages, defined as mortgages in default (the “NonPerforming Mortgages”).
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35) We further stratified the above noted categories of mortgages based on loan-to-value (“LTV”) ratios. We
applied a consistent approach to all of the mortgages in each respective bucket to determine a low and
high value for the portfolio. Specifically, we implemented the following approach for each bucket:
a) Residential mortgages:
i)

Performing Mortgages with LTV less than 85%;
Given that the mortgages are performing and the LTV is considered sufficiently low to
cover foreclosure costs in the event of default, we assumed the FMV of the mortgages
to be equal to book value;

ii)

Performing Mortgages with LTV greater than 85%, but less than 100%;
Given that the mortgages are performing, but there is additional risk given that there
are less assets to cover foreclosure costs in the event of default, we applied a risk factor
discount to the book value of the mortgages;

iii)

Performing Mortgages with LTV greater than 100%;
Given that the mortgages are performing, but the loan amount exceeds the value of the
securing assets, we assumed that any amounts above 100% LTV were unrecoverable
and applied risk factor discounts, as noted in Paragraph 35) a) ii), to the remaining
mortgage balance;

iv)

In-Arrears Mortgages with LTV less than 85%;
Given a missed payment occurred in the past twelve months for each of the mortgages
but the LTV is considered sufficiently low to cover foreclosure costs in the event of
default, we applied a risk factor discount to the book value of the mortgages at the low
end and assumed book value at the high end of the FMV range;

v)

In-Arrears Mortgages with LTV greater than 85%;
Given a missed payment occurred in the past twelve months for each of the mortgages
and that there is additional risk given there are less assets to cover foreclosure costs in
the event of default, at the high end we assumed a risk factor discount to the book value
of the assets that considers both of the noted risks (LTV >85% and in arrears). At the
low end, we examined these mortgages using both a performing and non-performing
lens and assumed the lower value produced from each approach. Specifically, we
assumed the lower of:
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The value of the mortgages using the performing mortgage approach as described
in Paragraph 35) a) ii), with an additional risk factor discount considered for the
mortgages being in arrears;
The value of the mortgages using the non-performing mortgage approach as
described in Paragraph 35) a) vi); and
If the value under the non-performing approach was greater than the value from the
performing approach, we assumed the average of the two approaches;
vi)

Non-Performing Mortgages;
We assessed the present value of the residual payout for each mortgage individually,
considering the prior lien charges, a deal closure discount, selling costs, and an
assumed twelve month foreclosure period based on discussions with Management:
If the resulting value was greater than zero, and the LTV was less than 100%, we
independently assessed the market value of the properties by obtaining market
research on the valuation of comparable properties; and
If the LTV was greater than 100%, we assumed that no amount would be recovered.

36) Based on our experience and the characteristics of Crossroads’ residential mortgage portfolio, we did
not identify any loans that would be expected to be valued at a premium to book. As noted above,
adjustments to the residential mortgage loans were generally observed to be at a discount to book, of
which the quantum of the discount varied based on the underlying quality of the loan.
a) Commercial mortgages
i)

The single commercial mortgage is currently a performing mortgage, with an LTV of less
than 85%;
Given that the mortgage is performing and the LTV is considered sufficiently low to
cover foreclosure costs in the event of default, we assumed the mortgage to be equal to
book value;

37) Based on the above considerations, our value analysis indicated that Crossroads’ mortgage portfolio
would reasonably transact either at, or with a slight discount to, book value. Additional procedures
performed include the following:
a) For each bucket of performing mortgages and mortgages in arrears we performed sensitivity
analyses over the interest rates and noted that, given the short remaining terms for the mortgages,
the portfolio was relatively insensitive to changes in interest rates; and
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b) We researched alternative lenders located in Western Canada. We compared the results of the
research, which included average LTV ratios and marketed rates of interest, to that of Crossroads’
to gain additional comfort that Crossroads’ mortgages were issued at or near market rates of
interest.
38) Foreclosed assets held for sale: Foreclosed assets held for sale as at December 31, 2021 includes
property held for sale and cash held within trust at law firms. When considering adjustments to FMV,
an increase to book value was considered at the high end based on the following considerations:
a) Cash in trust at law firms was undiscounted given court proceedings were held on April 9, 2021.
We understand from Management that Crossroads has mortgage claims against sale proceeds for
properties sold and if unsuccessful in court will be entitled to its ownership interest in the sale
proceeds on the properties. If Crossroads is successful, it shall receive all proceeds in satisfying its
mortgage claims for the two properties sold and the remaining property held for sale. Given the
uncertainty inherent in litigation and that a favourable outcome cannot be assured, we considered
only the guaranteed payment when assessing the FMV of cash held in trust with law firms; and
b) When determining the FMV of property held for sale, we have applied a discount to the list price
to reflect risk of closure and related selling costs.
39) Liabilities: Total liabilities include trade and other payables, advances from shareholders and
redeemable preferred shares payable. No adjustments to book value of liabilities was considered
necessary in the determination of FMV.
40) In addition to the analyses described above, we considered somewhat comparable public company and
precedent transaction multiples. Our market approach was based on consideration of Crossroads’ book
value of equity as at December 31, 2021.
41) When selecting a multiple for application under the market approach, we used benchmarks based on
comparable public companies and recent precedent transactions, with consideration of differences in
the companies’ size of operations, exposures to different sub-markets, geographic diversity, product
diversity, marketability, control and financial conditions.
42) Research performed on selected somewhat comparable publicly traded companies noted a Price/Book
trading multiple range of 0.3x to 4.7x, with a mean and median observation of 1.6x and 1.1x, respectively.
This compares to a 1.0x Price/Book multiple implied by the ANA methodology applied to Crossroads,
as previously discussed. Additionally, precedent transaction Price/Book multiples ranged from 0.3x to
4.1x, with a mean and median observation of 1.0x and 1.0x, respectively, from 2016 to 2019. When
considering the attributes of Crossroads, the range of value indications noted using the ANA
methodology implied multiples were supported by these observations in the comparable publicly traded
companies and precedent transactions noted under the market approach.
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43) Non-capital loss carryforwards: Non-capital loss carryforwards of Crossroads’ have not been
factored into the value analysis. We understand that non-capital losses within a mortgage investment
corporation such as Crossroads are expected to be classified as property losses. As property losses are
not expected to survive an acquisition of control (whereby all the issued and outstanding shares of
Crossroads are to be sold to DOF) a market participant purchaser of Crossroads’ is not anticipated to
benefit from any non-capital loss carryforwards within the Company.
Consideration to be Received by Shareholders
Cash Consideration
44) The Cash Consideration offered is $0.56 per share (subject to adjustment as per the Adjusted Exchange
Ratio) times the number of Class B Preferred Shares elected by Class B shareholders electing cash, up
to a maximum of $10.0 million. We have contemplated the potential range of outcomes for the Cash
Consideration, being Class B shareholders electing a minimum of $nil in Cash Consideration to a
maximum of $10.0 million in Cash Consideration and the related impact to the number of DOF Units
issued as part of the Equity Consideration (i.e. as more Class B shareholders elect Cash Consideration
and/or DOF Preferred Unit Consideration, less Class B Preferred Shares will remain for exchange to
DOF Units); and
45) All Class A common shares shall be acquired by Durum in consideration for an aggregate cash amount
of $1,000.
DOF Preferred Unit Consideration
46) The DOF Preferred Unit Consideration offered is comprised of preferred units in the capital of DOF,
entitled to receive preferential cumulative cash distributions at a rate of 5.0% per annum and payable
quarterly, at $0.56 per share (subject to adjustment as per the Adjusted Exchange Ratio) times the
number of Class B Preferred Shares elected by Class B shareholders for DOF Preferred Units, up to a
maximum number of 4.0 million DOF Preferred Units. We have contemplated the potential range of
outcomes for the DOF Preferred Unit Consideration, being Class B shareholders electing a minimum of
$nil in DOF Preferred Unit Consideration to a maximum of $4.0 million in DOF Preferred Unit
Consideration (i.e. a maximum of 4.0 million DOF Preferred Units are issued) and the related impact
to the number of DOF units issued as part of the Equity Consideration. We understand the DOF
Preferred Units are both redeemable and retractable, based on the fair market value per unit at the time
of the first issuance of such Preferred Units, of all consideration received, or deemed to have been
received, by DOF in connection with such issuance, plus all unpaid and accrued distributions on such
DOF Preferred Units.
Value analysis of Equity Consideration
47) The Equity Consideration offered is comprised of the issuance by Durum of units of Durum in an
amount equal to one DOF Unit for every 30 Class B Preferred Shares (subject to adjustment as per the
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Adjusted Exchange Ratio), each such DOF Unit to be accompanied by a warrant to purchase an
additional DOF Unit for a period of up to 18 months from the closing date at an exercise price of $17.09
per share. We have contemplated the potential range of outcomes for the Equity Consideration, based
on the potential election of Cash Consideration and DOF Preferred Unit Consideration by Class B
shareholders as discussed above.
48) As our primary approach, we considered a range of value indications for Durum based on an Asset
Approach using the ANA methodology as well as a Market Approach considering market benchmarks
including precedent transactions and public company trading multiples analysis.
49) The Asset Approach is commonly adopted where the nature of the business is such that asset values
constitute the prime determinant of corporate worth (e.g. vacant land, a portfolio of real estate,
marketable securities or investment holding companies). In performing the ANA approach, we
considered the following steps;
a) Obtained the balance sheets of DOF and DOLP as at September 30, 2021 (most recent available);
b) Restated each asset and liability to its respective FMV at the Opinion Date, on a going-concern
basis; and
c) Deducted income taxes and disposition costs, based on a notional sale of the assets and liabilities,
where applicable.
50) As Durum currently owns all the issued and outstanding limited partnership units in DOLP, the ANA
approach was applied to both Durum and DOLP such that Durum’s investment in DOLP was
appropriately restated to FMV.
51) The reported book value of Durum’s equity as of September 30, 2021 was primarily comprised of its
investment in DOLP, slightly offset by long-term incentive compensation payable. PwC independently
recalculated the long-term incentive compensation liability without issue. Durum’s investment in DOLP
was re-stated to FMV, as discussed in greater detail below, which constituted the primary FMV
adjustment to the book value of equity.
52) Additionally, latent capital gains tax on Durum’s investment in DOLP were considered based on DOLP’s
adjusted cost base and the re-stated FMV of DOLP under the ANA approach. Taxable capital gains
represent 50% of the total capital gain calculated and are taxed at an appropriate corporate tax rate.
When considering the impact of the latent taxes on the current FMV of Durum equity, an inclusion rate
of 0% to 100% is contemplated. The range considers the ability for tax exempt entities, strategic
purchasers with available tax losses and fully taxable purchasers to negotiate the value impact
associated with the latent tax issue. Based on the foregoing, we have considered a 50% inclusion of the
latent tax liability in our analysis.
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53) The reported book value of DOLP’s equity as of September 30, 2021 was primarily comprised of
promissory notes receivable (secured and unsecured), portfolio investments, royalty interests, and an
investment in LendingArch and International Frontier Resources Corporation, somewhat offset by
accounts payable, accrued liabilities and incentive compensation liabilities.
54) To arrive at the FMV of the net assets of DOLP, we made the following adjustments to the book value of
equity.
55) Cash: The reported book value of DOLP’s cash as at September 30, 2021 was adjusted to reflect the
following events:
a) Receipt of the loan receivable balances, as discussed in further detail below;
b) Monthly promissory note payments for the month of October 2021, which have been excluded for
the purposes of determining the FMV of the promissory note receivable discussed in further detail
below, were received and therefore have been included in DOLP’s cash balance;
c) In October of 2021 DOLP sent the final portion of the loan receivable to the borrower. As such, the
balance was removed from the September 30, 2021 cash balance; and
d) The purchase of a loan receivable from ATB Financial (the “ATB Financial Loan”), as discussed
later herein.
56) Loans receivable: On March 5, 2021, an agreement was executed with a third party borrower at 12.0%
interest per annum, with a term ending on September 1, 2021. As of the Valuation Date, DOLP received
repayment on the outstanding loan receivable. As such, a FMV adjustment to DOLP’s loans receivable
balance was made to reflect full repayment of the receivable. A corresponding adjustment to the FMV
of cash was reflected for repayment of the loan receivable. On March 6, 2021, an agreement was
executed with a third party borrower at 12.0% interest per annum. As of September 30, 2021 the full
amount of the loan had not been transferred to the borrower. As noted above, the remaining portion of
the loan was transferred in October of 2021 and therefore was deducted from cash. A corresponding
increase to the value of loans receivable was reflected. Additionally, on December 7, 2021 DOLP entered
into an assignment and assumption of debt and security agreement with ATB Financial for the purchase
of a loan receivable from Kaisen Energy Corp. As the transaction was performed between arm’s length
parties, the fair market value of the loan receivable is reflected by the consideration paid by DOLP, with
a corresponding decrease to DOLP’s cash balance applied.
57) Promissory note receivable: As of September 30, 2021 DOLP had a promissory note outstanding,
payable by New Wave Ventures Inc (“NWV”). The note was secured by a general security agreement
with NWV and personal guarantees by two former principals of OmniArch Capital Corporation. The
terms of the promissory note included an interest at a rate of 7% per annum until maturity on June 30,
2022. On November 1, 2021 DOLP restructured the existing promissory note receivable whereby the
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existing promissory note between DOLP and NWV was extinguished and replaced by the issuance of a
secured convertible promissory note and unsecured convertible promissory note between LendingArch
Financial and DOLP. The secured convertible promissory note bears interest at a rate of 5.0% per
annum, calculated and payable monthly, has a maturity date of November 1, 2031 and is secured by the
general security agreement of LendingArch. The unsecured convertible promissory note bears interest
at a rate of 10.0% per annum (paid-in-kind) with no maturity date, and shall be due and paid on the
date of a liquidity event. Under both the secured and unsecured promissory notes, DOLP shall have the
option to convert all or any portion of the amount of outstanding principal and interest into
LendingArch common shares at a price of $0.40 per share, provided that such conversion shall be for a
total subscription amount of not less than $200k. A provision for expected credit losses was determined
for the period ended September 30, 2021 and applied against the promissory note when determining
net book value. As such, when considering the FMV of the promissory note, given the underlying
operations / security on which the promissory notes are held, the loan provision as at September 30,
2021 was still considered against the combined principal balances of the secured and unsecured
promissory notes.
58) When considering the FMV of the secured promissory note, we contemplated a market rate of interest
after consideration of the expected credit rating of the borrower (i.e. LendingArch) and the cost of equity
of comparable publicly traded companies, given the conversion feature of the note. As such, a market
rate of interest was selected commensurate with a CCC bond yield and the cost of equity of comparable
companies based on our experience. We prepared a loan amortization schedule for the secured
promissory note, utilizing a coupon rate of 5.0%, market rate of interest of 15.0% and an expected final
payment date of October 1, 2031 in determination of the FMV of the secured promissory note as of the
Opinion Date. Additional consideration was placed on the value of the secured promissory note in the
event that DOLP fully converted the principal and interest into shares of LendingArch at the Opinion
Date. The FMV of the shares in LendingArch to be received after a notional conversion was determined
to be lower than the FMV per the loan amortization schedule noted above and therefore the greater of
the two was selected for the purposes of our analysis.
59) When considering the FMV of the unsecured promissory note, we considered the likelihood of a liquidity
event vs. conversion option taking place, based on discussions with Durum management. The relative
likelihood of a liquidity event vs. conversion option was applied against the principal and interest of the
unsecured promissory note and the calculated value of LendingArch shares issued under a conversion
scenario, respectively.
60) The FMV of the secured and unsecured convertible promissory notes as determined above was
considered at the high end of the range, with the carrying value of the promissory notes as of September
30, 2021 considered at the low end of the range, given the restructuring was a non-cash event and the
underlying risk profile of the borrower remains unchanged (i.e. both pre and post restructuring the
notes were being serviced via the cash flows generated by LendingArch).
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61) Portfolio investments: DOLP holds an investment in residential mortgage-backed securities
(“RMBS”). The RMBS portfolio consists primarily of residential mortgage-backed securities and money
market instruments. RMBS bonds are securities that represent a claim on the cash flows from a pool of
residential mortgage loans. Due to principal repayments on the underlying mortgages, the total face
value of the RMBS bond is constantly reducing. FMV adjustments were determined based on
consideration on the securities respective CUSIPs and research prepared to obtain the current
quantities of each bond within the RMBS portfolio as at December 31, 2021. As the bonds are thinly
traded, pricing analysis was prepared to review the average bid/ask prices of the bonds across various
dates over the previous twelve month period. A weighted average price was calculated for each bond,
with the highest weighting applied to the most recent pricing dates and lowest weighting applied to the
oldest pricing dates. Quantities and the weighted average pricing analysis were utilized to determine the
current market value of the RMBS portfolio, which was then adjusted to capture accrued interest
between the latest payment date of each bond and January 21, 2021. As prices were obtained in USD,
an FX factor was applied to translate the FMV of the portfolio in CAD.
62) Royalty interests: Sojourn Energy Inc. (“Sojourn”) operates heavy oil properties in the Dulwich,
Luseland, Plover Lake, and Furness fields in southwestern Saskatchewan. Durum entered into an
agreement with Sojourn to extend proceeds to help finance their well development program on their
Luseland property in exchange for a gross overriding royalty of 10% in respect of all the royalty lands as
defined in the agreement until Durum has received cumulative payments of $5.0 million. Subsequently,
the royalty percentage will reduce to an overriding royalty of 2.5% indefinitely and be with respect to
only the Luseland properties. In order to value the royalties, we performed the following procedures:
a) We obtained an understanding of the Royalties Model provided by Durum management, which
detailed a weighted average of the results of several valuation approaches for the royalty stream.
We performed an independent discounted cash flow analysis using the cash flows associated with
the reserves, which are based on the Insite Petroleum Consultants Ltd. reserve report as of
November 30, 2021 (the “Reserve Report”), which we understand from Durum management are
in accordance with the Canadian Securities Administrator’s National Instrument 51-101, and is the
most recent reserve report available as at the Opinion Date.
b) We performed a discounted cash flow analysis to calculate the fair market value of the royalty
interest. We considered the royalty associated with various classes of reserves, including Proved
Developed Producing, Proved Developed, Proved, and Proved + Probable to determine a range of
values that would be considered reasonable. We used the cash flows from the Royalties Model and
updated the production volumes using data from the Reserve Report as the basis for our forecast.
We have also adjusted the commodity price in the forecast to levels forecast by reservoir
engineering forecasts as at January 1, 2022. We selected a WACC to apply to the after-tax royalty
cash flows from the reserves based on the following attributes:
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i)

Most of the value is derived from the Proved Developed cash flows, which are considered
highly certain and require no further development. The Proved Undeveloped cash flows are
also considered to be highly certain, and through discussions with Durum management, we
understand that the budget shows Sojourn funding the additional capex from free cash flow;

ii)

The cash flows are associated with a royalty interest which is based on revenue, not profit.
For this reason, the cash flows will not be impacted by the risks associated with operating or
capital cost increases unless such increases make the reserves uneconomical. Smaller
changes up to that point will not impact royalties;

iii)

Reserves are 100.0% heavy oil; and

iv)

The market sentiment as at the Opinion Date related to oil and gas properties located in
Canada, specifically the western Canadian sedimentary basin.

c) Given that the investment in the producing properties is a royalty interest, a commonly used
valuation approach is to compare the subject assets with other market transactions involving
similar investment properties. The common metrics used to value royalty interests are implied
value per annual operating cash flow (“EV/OCF”).
i)

We compiled transaction data from Canoils using the following criteria:
Transactions between January 1, 2015 and the Opinion Date; and
Transactions involving oil and gas royalty companies.

ii)

We collected information from transactions involving somewhat comparable royalty
interests. The transactions ranged in EV/OCF 0.6x to 27.5x with an average (excluding high
and low) and median of 5.7x and 4.3x, respectively. Additionally, we note that the two most
recent transactions with available information implied an EV/OCF of 3.4x and 0.6x
respectively.

iii)

We note that the implied Sojourn multiples based on the DCF value analysis falls reasonably
within the range of the observed transactions and the multiples observed on the two most
recent transactions with available information.

iv)

Additionally, we performed analysis relating to the dollar per flowing barrel of oil equivalent,
denoted as $/boe/d. Overall, we observed a range from approximately $32,000 to $410,000
with an average (excluding high and low) and median of approximately $175,000 and
$160,000, respectively. The implied $/boe/d multiple implied by the DCF value analysis of
the Sojourn royalty falls reasonably within the range of observed transactions. While $/boe
and $/boe/d can vary based on the size of the royalty interest, this analysis was supportive
of our concluded value associated with the royalty.
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63) Investment in private company: When determining the FMV adjustment for DOLP’s investment
in LendingArch the following considerations were made:
a) As financial forecasts were not available, historical financial information was utilized as the basis
for high level value analysis prepared over LendingArch. A multiples approach was applied to
LendingArch, which considered a maintainable revenue range of $6.75 million at the low end to
$8.5 million at the high end;
b) Somewhat comparable public companies were considered for LendingArch, based on somewhat
comparable online lending platforms and online financial services providers in North America.
EV/TTM Revenue multiples ranged from 1.2x to 10.3x, with a mean and median observation of
3.2x and 2.6x, respectively;
c) Consideration of differences in the companies’ size of operations, exposures to different submarkets, geographic diversity, product diversity, marketability, control and financial conditions
were made, and an EV/TTM revenue range was applied to LendingArch’s maintainable revenue
range. Additionally, per review of LendingArch’s August 31, 2021 (latest interim available) and
December 31, 2020 (latest fiscal year) financial statements, going concern disclosure was included
in the financials which highlighted LendingArch’s continued losses due to its debt load, an increase
in expenses, and losses in revenues due to the COVID-19 pandemic. Lending Arch will require
further equity financing to reduce its liabilities and expand its operations in the normal course of
the business. Additionally, LendingArch’s balance sheet includes a shareholder deficit of
approximately $7.4 million. These factors increase the inherent risk of an equity ownership
position in LendingArch and were factored into the multiple selection noted above;
d) Interest bearing debt, net of cash, was deducted to determine a high level indication of
LendingArch’s en bloc equity value; and
e) DOLP’s 18% equity interest was applied to determine the pro-rata share of equity, which was
further adjusted for a minority discount factor given DOLP’s equity interest relative to other
investors and market research performed.
64) Based on consideration of the above, an increase to the book value was reflected in the FMV
determination of DOLP’s investment in LendingArch. Additionally, we note that on June 29, 2021 DOLP
acquired a non-controlling equity investment in International Frontier Resources Corporation (“IFR”).
The FMV of DOLP’s investment in IFR was determined based on cost given the proximity of the
purchase to the Opinion Date and pricing information noted on the TSX:V.
65) Liabilities: Per discussions with Management we understand the incentive compensation liability is
accrued as DOF is eligible to receive 25% of distributable cash, being the total of net income for the year
plus incentive compensation expense. As such, the carrying value of the incentive compensation liability
is considered to appropriately reflect its FMV.
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66) In addition to the analyses described above, we considered somewhat comparable public company and
precedent transaction multiples. Our market approach was based on consideration of Durum’s book
value of equity and trailing twelve month earnings.
67) When selecting a multiple for application under the market approach, we used benchmarks based on
comparable public companies and recent precedent transactions, with consideration of differences in
the companies’ size of operations, exposures to different sub-markets, geographic diversity, product
diversity, marketability, control and financial conditions.
68) Research performed on selected somewhat comparable publicly traded companies noted a Price/Book
and Price/Earnings trading multiples range of 0.5x to 10.5x and 1.0x to 37.2x, with a mean and median
observation of 2.3x and 1.8x and 12.2x and 8.3x, respectively. Additionally, precedent transaction
Price/Book and Price/Earnings multiples ranged from 0.1x to 15.5x and 2.7x to 26.9x, with a mean and
median observation of 4.1x and 2.2x and 15.2x and 15.5x, respectively, from 2016 to 2021. When
considering the attributes of Durum, the range of value indications noted using the ANA methodology
implied multiples that were supported by these observations in the comparable publicly traded
companies and precedent transactions noted under the market approach.
69) We understand that each DOF Unit issued as part of the Equity Consideration is to be accompanied by
a warrant to purchase an additional DOF Unit for a period of up to 18 months from the closing date at
an exercise price of $17.09 per share. As such, Black Scholes Option Pricing analysis was considered to
reflect the option value of the warrants issued. A range of potential values were considered under the
Black Scholes analysis, based on the range of the number of warrants issued, the post-transaction
NAV/combined entity DOF Unit on a fully diluted basis after considering the equity issued as part of
the Proposed Transaction, and volatility based on 12, 18, 24, 36 and 48 month historical volatility
observations noted in the somewhat comparable public companies set considered for Durum.
70) We have reviewed Durum’s offer of Cash Consideration, DOF Preferred Unit Consideration and Equity
Consideration for the Shares of Crossroads. Our valuation analysis under a range of scenarios indicates
that at the Opinion Date, the FMV of the range of consideration for the Crossroads’ Shares under the
Proposed Transaction, is greater than or equal to the FMV of the Shares prior to the Proposed
Transaction.
Other Fairness Considerations
71) In considering the fairness, from a financial point of view, to Shareholders, we considered various
factors related to or resulting from the Proposed Transaction, the most important of which are discussed
below:
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Unsolicited Offer
72) As the offer received by Crossroads was unsolicited, neither the Company nor PwC has been able to
expose the Shares to the market to assess whether other market participants would be willing to pay a
different price. If Crossroads were to go to market, the introduction of competitive tension amongst
potential suitors could possibly result in a higher offer price for the Company. A full sales process may
also potentially come with certain trade-offs relative to the offer in hand. Trade-offs to a potential
increase in the offer price could include the re-introduction of deal risk and uncertainty and the
potential exposure to residential real estate swings as a result of the COVID-19 pandemic which may
impact the value of Crossroads’ mortgage portfolio. These risk/reward trade-offs, amongst other factors,
should be considered when assessing the transaction in dollar terms.
Caplink Management Agreement
73) Per discussions with Durum management, we understand the Administration Agreement currently in
effect includes fees based on the number of Class B Preferred Shares outstanding at the original
subscription price of $1. As a result of the agreement structure, as the net asset value of Crossroads
diminishes, the management fees remain fixed. Durum management may consider renegotiation of the
Administration Agreement such that management fees are variable with the net asset value of the
Company.
Redemption Option
74) The Class B Preferred Shares are redeemable at the sole discretion of the Company. The Class B
Preferred Shares include a right for any holder to request that the Company redeem or purchase all or
any number of the Class B Preferred Shares which have been registered in the name of such holder for
not less than one year. As at December 21, 2021, the Company had received redemption requests for
19,678,342 Class B Preferred Shares, which equates to 51.33% of the 38,339,437 total Class B Preferred
Shares outstanding. This remains unchanged from the redemption queue as at December 31, 2020.
75) During fiscal year 2020, the Company repurchased 26,785,796 Class B Preferred Shares. Per
discussions with Management, we understand that no further Class B Preferred Share redemptions are
expected at this time. As such, additional liquidity may be provided to the Class B shareholders as a
result of the Proposed Transaction. The consideration offered includes both Cash Consideration and
DOF Preferred Units Consideration, which would provide Class B shareholders with liquidity in the near
term. Per discussions with Durum management, we understand that since DOF is a mutual fund trust,
DOF Units are redeemable at the option of the unitholder at any time, subject to there being assets
available to redeem those units. Therefore, additional liquidity may be provided to the Class B
shareholders receiving Equity Consideration under the assumption that Durum holds sufficient funds
to satisfy redemption requests.
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Durum Litigation
76) On November 1, 2018, DOLP (wholly owned by DOF) purchased all the assets and liabilities of 1502770
Alberta Ltd. Pursuant to the transaction, DOLP assumed on-going litigation as part of the assets and
liabilities purchased. Accordingly, DOLP is currently the Plaintiff in litigation to recover $49,384,625
USD in respect of damages related to a fraudulent scheme whereby funds of 1502770 Alberta Ltd. were
misappropriated. A statement of claim has been filed and served upon all Defendants and DOLP intends
to actively pursue its claim for which the damages, if awarded in their entirety, could be a material
amount. As the potential damages receivable have not been reflected in either DOF or DOLP’s financial
statements, additional value may accrue to the Class B shareholders in the event they receive DOF Units
as consideration and a favourable judgment or settlement is received by DOLP in relation to the ongoing
litigation.
77) Given litigation is inherently uncertain, and a favourable outcome cannot be assured, potential damages
receivable were not discretely captured in our value analysis prepared over the Equity Consideration.
Voting Rights
78) As at the Opinion Date, Class B Preferred Shares do not currently provide the holder with voting rights.
We understand voting rights may be offered to the Class B Preferred Shareholders at a later date, if so
agreed to by the Class A Shareholders. Under the Proposed Transaction, electing Shareholders who are
issued DOF Units will receive voting rights in the combined operations of Crossroads and Durum. As
such, this is considered as a qualitative benefit to the holders of Class B Preferred Shares receiving
Equity Consideration.

Fairness Opinion Conclusion
79) Based on our scope of review, assumptions and limitations, the Proposed Transaction is fair, from a
financial point of view, to the Shareholders as at the Opinion Date.

Yours truly,

Paul Sharp, CPA, CA, CBV
Partner
PricewaterhouseCoopers LLP

Steven Collia, CPA, CA, CBV
Partner
PricewaterhouseCoopers LLP
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APPENDIX G
SECTION 191 OF THE BUSINESS CORPORATIONS ACT (ALBERTA)
191. Shareholder's right to dissent
191(1) Subject to sections 192 and 242, a holder of shares of any class of a corporation may dissent if the corporation resolves
to
(a) amend its articles under section 173 or 174 to add, change or remove any provisions restricting or constraining the
issue or transfer of shares of that class,
(b) amend its articles under section 173 to add, change or remove any restrictions on the business or businesses that
the corporation may carry on,
(b.1) amend its articles under section 173 to add or remove an express statement establishing the unlimited liability of
shareholders as set out in section 15.2(1),
(c) amalgamate with another corporation, otherwise than under section 184 or 187,
(d) be continued under the laws of another jurisdiction under section 189, or
(e) sell, lease or exchange all or substantially all its property under section 190.
191(2) A holder of shares of any class or series of shares entitled to vote under section 176, other than section 176(1)(a), may
dissent if the corporation resolves to amend its articles in a manner described in that section.
191(3) In addition to any other right the shareholder may have, but subject to subsection (20), a shareholder entitled to dissent
under this section and who complies with this section is entitled to be paid by the corporation the fair value of the shares held by
the shareholder in respect of which the shareholder dissents, determined as of the close of business on the last business day
before the day on which the resolution from which the shareholder dissents was adopted.
191(4) A dissenting shareholder may only claim under this section with respect to all the shares of a class held by the
shareholder or on behalf of any one beneficial owner and registered in the name of the dissenting shareholder.
191(5) A dissenting shareholder shall send to the corporation a written objection to a resolution referred to in subsection (1) or
(2)
(a) at or before any meeting of shareholders at which the resolution is to be voted on, or
(b) if the corporation did not send notice to the shareholder of the purpose of the meeting or of the shareholder's right
to dissent, within a reasonable time after the shareholder learns that the resolution was adopted and of the
shareholder's right to dissent.
191(6) An application may be made to the Court after the adoption of a resolution referred to in subsection (1) or (2),
(a) by the corporation, or
(b) by a shareholder if the shareholder has sent an objection to the corporation under subsection (5),
to fix the fair value in accordance with subsection (3) of the shares of a shareholder who dissents under this section, or to fix the
time at which a shareholder of an unlimited liability corporation who dissents under this section ceases to become liable for any
new liability, act or default of the unlimited liability corporation.

191(7) If an application is made under subsection (6), the corporation shall, unless the Court otherwise orders, send to each
dissenting shareholder a written offer to pay the shareholder an amount considered by the directors to be the fair value of the
shares.
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191(8) Unless the Court otherwise orders, an offer referred to in subsection (7) shall be sent to each dissenting shareholder
(a) at least 10 days before the date on which the application is returnable, if the corporation is the applicant, or
(b) within 10 days after the corporation is served with a copy of the application, if a shareholder is the applicant.
191(9) Every offer made under subsection (7) shall
(a) be made on the same terms, and
(b) contain or be accompanied with a statement showing how the fair value was determined.
191(10) A dissenting shareholder may make an agreement with the corporation for the purchase of the shareholder's shares by
the corporation, in the amount of the corporation's offer under subsection (7) or otherwise, at any time before the Court
pronounces an order fixing the fair value of the shares.
191(11) A dissenting shareholder
(a) is not required to give security for costs in respect of an application under subsection (6), and
(b) except in special circumstances must not be required to pay the costs of the application or appraisal.
191(12) In connection with an application under subsection (6), the Court may give directions for
(a) joining as parties all dissenting shareholders whose shares have not been purchased by the corporation and for the
representation of dissenting shareholders who, in the opinion of the Court, are in need of representation,
(b) the trial of issues and interlocutory matters, including pleadings and questioning under Part 5 of the Alberta Rules of
Court,
(c) the payment to the shareholder of all or part of the sum offered by the corporation for the shares,
(d) the deposit of the share certificates with the Court or with the corporation or its transfer agent,
(e) the appointment and payment of independent appraisers, and the procedures to be followed by them,
(f) the service of documents, and
(g) the burden of proof on the parties.
191(13) On an application under subsection (6), the Court shall make an order
(a) fixing the fair value of the shares in accordance with subsection (3) of all dissenting shareholders who are parties to
the application,
(b) giving judgment in that amount against the corporation and in favour of each of those dissenting shareholders,
(c) fixing the time within which the corporation must pay that amount to a shareholder, and
(d) fixing the time at which a dissenting shareholder of an unlimited liability corporation ceases to become liable for any
new liability, act or default of the unlimited liability corporation.
191(14) On
(a) the action approved by the resolution from which the shareholder dissents becoming effective,
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(b) the making of an agreement under subsection (10) between the corporation and the dissenting shareholder as to
the payment to be made by the corporation for the shareholder's shares, whether by the acceptance of the
corporation's offer under subsection (7) or otherwise, or
(c) the pronouncement of an order under subsection (13),
whichever first occurs, the shareholder ceases to have any rights as a shareholder other than the right to be paid the fair value of
the shareholder's shares in the amount agreed to between the corporation and the shareholder or in the amount of the judgment,
as the case may be.
191(15) Subsection (14)(a) does not apply to a shareholder referred to in subsection (5)(b).
191(16) Until one of the events mentioned in subsection (14) occurs,
(a) the shareholder may withdraw the shareholder's dissent, or
(b) the corporation may rescind the resolution,
and in either event proceedings under this section shall be discontinued.
191(17) The Court may in its discretion allow a reasonable rate of interest on the amount payable to each dissenting
shareholder, from the date on which the shareholder ceases to have any rights as a shareholder by reason of subsection (14)
until the date of payment.
191(18) If subsection (20) applies, the corporation shall, within 10 days after
(a) the pronouncement of an order under subsection (13), or
(b) the making of an agreement between the shareholder and the corporation as to the payment to be made for the
shareholder's shares,
notify each dissenting shareholder that it is unable lawfully to pay dissenting shareholders for their shares.
191(19) Notwithstanding that a judgment has been given in favour of a dissenting shareholder under subsection (13)(b), if
subsection (20) applies, the dissenting shareholder, by written notice delivered to the corporation within 30 days after receiving
the notice under subsection (18), may withdraw the shareholder's notice of objection, in which case the corporation is deemed to
consent to the withdrawal and the shareholder is reinstated to the shareholder's full rights as a shareholder, failing which the
shareholder retains a status as a claimant against the corporation, to be paid as soon as the corporation is lawfully able to do so
or, in a liquidation, to be ranked subordinate to the rights of creditors of the corporation but in priority to its shareholders.
191(20) A corporation shall not make a payment to a dissenting shareholder under this section if there are reasonable grounds
for believing that
(a) the corporation is or would after the payment be unable to pay its liabilities as they become due, or
(b) the realizable value of the corporation's assets would by reason of the payment be less than the aggregate of its
liabilities.
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If you have any questions or require any voting assistance, please contact our proxy solicitation agent, Laurel Hill Advisory
Group at:

NORTH AMERICAN TOLL
FREE:
1-877-452-7184
CALLS OUTSIDE NORTH AMERICA:
1-416-304-0211
EMAIL:
ASSISTANCE@LAURELHILL.COM

